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The subject of this diploma thesis is to process financial analysis at a particular 
company and give suggestions to improve its financial situation. First part of the 
assignment covers theoretical background in area of financial analysis. Interduction of 
the company and its description follows in next chapter. Third section of this thesis 
practically applies acquired knowledge from theoretical background. There are 
proposals and recommendations for possible improvemts of financial situation in the 
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Introduction and Objectives of the Assignment 
In today’s world of tough competition, every company must fight very hard to 
survive. Current situation of corporations are even more difficult because of 
economical crisis. Under circumstances of turbulent changes in business environment, 
competitive pressure is increasing and growing every minute. 
In these hard conditions, every company should be aware of its possibilities and 
limits. In order to determine well organization’s position, it is suitable to use 
economical analysis and their tools. Among widely used analytical approach belongs 
analysis of financial statements, so called financial analysis.  
Financial analysis is broadly widespread method among modern management. It 
gained popularity mainly thanks to accurate results that it presents. Findings in 
financial analysis allow disclose core of potential problems even before it may cause 
damages. Inherently, it provides materials for decision-making. Based on results made 
analysis, management can set goals, which they want to reach and shape right strategy. 
Presented diploma thesis employs financial analysis method with the aim of 
evaluating financial situation of a selected company. Main goal of this assignment is to 
provide suggestions and recommendations based on findings in financial analysis. 
Intention of proposals is to offer simple, effective and inexpensive solution that lead to 
improve of financial situation of the selected company. 
Apart financial analysis method, logical methods are used throughout this work. 
From logical methods, it is given importance on induction and deduction. 
Induction stands for reasoning from individual characteristics on general type. It 
is necessary to abstract from specific features of each entity. Deduction is used to 
exanimate what units meet any defined characteristics so that they can be categorized 




Diploma thesis is divided in to four main parts. At the beginning of the work, 
theoretical findings in financial analysis are summarized. Second chapter is focused on 
introduction of the chosen company Acquired theoretical knowledge is practically 
exanimate in third section. Following and last part includes proposals that are addressed 
to solve problems found in processed analysis.  
Second part describes the selected company, JoWooD Group (JoWooD), a game 
software publisher. Introduction of  JoWooD is accomplished with analysis of current 
position, followed by research of business environment where the company operates in. 
All findings result in SWOT analysis. It evaluates strong and weak sides of an 
organization rising from its inside situation and identifies potential opportunities and 
threats coming from outside environment of an enterprise 
Following chapter is based on employing fundamental methods of financial 
analysis in order to exanimate financial condition of the organization. It comes out from 
studies of balance sheets, income statements and cash-flow statements from 2004 to 
2008. Among techniques that are concretely applied belong horizontal and vertical 
analysis, ratio and differential indicators from viewpoint of managers, owners and 
lenders. The overall assessment is concluded with bonit / bankruptcy models, i.g. 
Altman’s index and index IN05. Obtained information from multipart financial analysis 
are interpreted and evaluated. 
Last chapter includes proposals of actions that are designed to progress current 
financial situation of JoWooD. Presented suggestions are based on findings in financial 




1 Theoretical Background 
Financial analysis is a tool of financial management. It is based on the evaluation 
of the financial situation and operating performance of a business and the forecasting of 
its future trend and output. It is, in other words, a means for examining risk and 
expected return. (3) 
Information for financial analysis come from different sections within the firm, 
such as accounting statements, sale and production departments, or from financial 
information vendors such as Bloomberg Financial Markets, Moody’s Investors Service, 
Standard & Poor’s Corporation, Fitch Ratings, and Value Line, as well as from 
government publications. Financial magazines such as Business Week, Forbes, 
Fortune, and the Wall Street Journal also distribute financial data (concerning 
individual firms) and economic data (concerning industries, markets, and economies). 
(3) 
Within the firm, financial analysis is not only used to judge the performance of 
the firm, but also its branches or sections and its product lines. Studies execute both 
regularly and as needed, not only to make sure informed investing and financing 
decisions, but also as an help in creating personnel policies and rewards systems. (3) 
Outside the firm, financial analysis can be used to verify the creditworthiness of 
an unknown client, to rate the capability of a vendor to stick with the requirements of a 
long-term agreement, and to classify the market environment of competition. (3) 
Firms and investors that do not have specialists, the time or the resources to make 
financial analysis on their own can buy analyses from firms that offer providing this 
aid. Such companies can arrange reports ranging from detailed written analyses to 
simple creditworthiness. Firms asses the creditworthiness of many firms from small 
local businesses to major corporations. Three major companies, Moody’s Investors 
Service, Standard & Poor’s, and Fitch, estimate the credit quality of debt obligations 
issued by corporations and express these views in the form of a rating that is published 
in the reports Another example is Dun & Bradstreet. (3) 
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Following text processes financial analysis from viewpoint of users, describes 
data and tools in financial analysis and presents methodical apparatus of financial 
analysis. 
1.1 Users of Financial Analysis  
Financial analysis stands in forefront of interests of many subjects. Each of them 
follows own specific benefit coming up from their decision-making targets. Their 
common characteristic is that they need to know to be able to manage. (7) 
• Management 
Management of the organization is closest to day-to-day operations and also 
responsible for long-term performance, no matter it is a member of professional 
management or an owner / manager. (11) 
Managers are in charge of operating efficiency, effective capital deployment, 
useful human effort, appropriate use of other resources and current and long-term 
result. All of these are done in context of business strategies. (11) 
Managers have dual interests in the financial analysis. Firstly, to asses efficiency 
and productivity of operations and secondly to review how well the resources are used. 
Evaluating company’s successfulness is done with the studies of income statement 
while resource value is measured examinating both income statement and balance 
sheet. Sometimes it is necessary to modify financial data to reflect current economic 
values and conditions. (11) 
• Owners 
Owners of the business or shareholder are interested the most into investment 
return. They are focus on returns achieved on the funds provide by them. The owners 
put attention on dispositions of earnings that belongs to them. For example, how much 
is reinvested in the business compared to how much is paid out to them as dividends. 




Lenders or creditors provide money to the business to extend funds for various 
length of time. Lenders have two main thinks in minds. They are mainly involved into 
firm’s liquidity and cash-flow that affect its capability to make the interest payments 
due them and eventually to repay principal. They also need to know the degree of 
financial leverage employed and the availability of specific residual asset values that 
will give them a margin of protection against risk. (8) 
They are concern in funding the needs of a successful business that will perform 
as expected. At the same time, they need to take on account the probability of default 
and liquidation. Sharing none of rewards of success other then receiving regular 
payments of interests and principal, the lender must carefully sum up the risk included 
in recovering the original funds expected. Portion of this assessment must be the 
ultimate value of lender‘s claim in case of seriously difficulty. (8) 
The claims of general creditor rank behind federal tax obligation, accrued wages, 
and the claim of secured creditors, who lend against a specific asset, such as a building 
and equipment. Thus, caution often dictates, than lenders look for margin of safety in 
assets held by the company, cushion against default. (8) 
• Business Partners  
Suppliers and purchasers create a very important group of business partners. (7) 
o Suppliers 
Firstly, sellers evaluate the ability to meet firm’s obligations to them on time. 
From long-term view, we take on account also stability and durability of business 
contacts to pre-book a perspective client. (7) 
o Purchasers 
As well as vendors, they consider whether a firm is able to cover its obligations 
and in case of financial troubles to continue in production. (7) 
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• Competition 
Rivals use financial information of similar companies or whole industry to 
compare annual result, especially profitability, profit margin, price policy ect. Although 
it is not compulsory for firms to publish this information, it is in their interest. A 
company that does not do so takes a risk that will lose its good reputation. (11) 
• Employees 
Business and financial stability of an organization guarantees job positions of its 
workers. Workforce monitors results and influences management through trade unions. 
(7) 
• State 
This group gathers financial-accounting date for various reasons. For example 
statistics, control of tax obligations or dividing of financial aid. This information is also 
helpful when business policy of a state is formulated to entrepreneur’s sphere. (11) 
We can surely find out other users of financial analysis, for instance tax advisors 
or brokers. In order to avoid conflicts among different parts, a control of financial data 
is required made by external subjects (independent auditors). (11) 
1.2 Data and Tools in Financial Analysis  
From previous part is obvious that financial analysis is very important for many 
different interest groups. Each of this group has to face same problems, which are 
where to find suitable sources of information and how to do financial analysis. (11) 
If we search for information about financial situation of a company, we found 
many sources that provide more or less relevant data. It is up to us, what we choose for 
usage. Analyzers and other users of financial analysis made up several tools how to do 
financial analysis. (11)    
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1.2.1 Basic Data for Financial Analysis  
Financial analysis uses information from external and internal sources. Widely 
used is stock news or financial predictions of analysis as an example of external 
sources. External information is given by outside economic environment of a company. 
(11) 
Internal sources of information come from inside of an organization. Financial 
accounting is valuable because it provides many data of quantified character in. From 
this point of view, it is extremely important that financial statements reflect the truest 
picture of financial situation. (20) 
Between basic and the most important sources of information for financial 
analysis are rated: 
− balance sheet, 
− income statement, 
− cash-flow statement, 
− annual report. (7) 
Apart of accounting reports, many data from financial market are used. (20) 
• Balance sheet 
“The balance sheet, a statement of financial position, expresses a financial 
position of a firm at the end of accounting period, a moment in time. More precisely, it 
presents both assets of a firm and claims on those assets (liabilities and owner’s equity) 
at a point in time. Two major questions of interests to the reader are which resources of 
the firm are recognized as assets and which claims of firm’s assets are recognized as 
liabilities and valuations are placed on these assets and liabilities” (14, p. 1) 
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o Characteristics of Balance Sheets: 
Assets express the source of the business enterprise, such as building and 
machines that are needed to produce future profits. If a firm has a building and a 
machine that are used to generate goods for sale in the future, the organization supposes 
these assets to create cash inflows in the future. (3) 
Liabilities are obligations of the enterprise. They cover claims to creditors in the 
form of future cash outflows. (3)  
“When a firm borrows, say, by issuing a long-term bond, it becomes obligated to 
pay interest and principal on this bond as promised.“ (3, p. 128) 
Equity, named as shareholders’ equity or stockholders’ equity, represents 
ownership. Equity of a company reflects the part of its value that is not posses by 
creditors so the rest is for the owners. In different words, equity is the difference 
between what the firm owns (assets) and what is borrowed from creditors 
(liabilities). (3) 
• Income statement 
“The income statement presents a measure of financial performance of the firm 
over an accounting period. The net income is equal to the revenues and gains minus 
expenses and losses.” (14, p. 3)  
This statement is also known as the profit and loss statement. It expresses the 
results to the firm’s operating and financing decisions during financial year. (3) 
o Characteristics of Income Statements: 
The meaning of a firm is to make sales or revenues. On the other hand, some 
costs of goods sold incur. Sales minus cost of goods sold are gross profit. Expenses 
such as administrative are deducted from gross profit and leaves operating profit called 
as earnings before interest and taxes (EBIT). (3) 
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Financing decisions are shown in the rest of profit and loss statement. Taxes and 
interest expenses are tidy connect with financing decisions. That is why both are 
deducted from EBIT. The residual part is net income that is the amount, which the 
company obtains. If the business issued preferred stock, the preferred stock dividends 
decrease net income and the amount is called earnings available to common 
shareholders. If the firm did not published preferred stock, net income is directly 
earnings available for common shareholders and management may spread all or part of 
this as common stock dividends. (3)  
The entry “retained earnings” in the balance sheet it the documentation of the 
gathered earnings, less any dividends paid since the beginning of the company. The 
entry “retained earnings” in the income statement is the amount of earnings maintained 
during that time. (3) 
Firms have to disclosure comprehensive income significantly within their 
financial statements. Comprehensive income is a net income sum that contains all 
revenues, expenses, gains and losses items. The core of the idea is that all results 
(operating or non-operating) should be indicated in the earnings of the company. This is 
mentioned as the all-inclusive concept. The all-inclusive concept calls for these points 
be recognized in the financial statements as part of comprehensive income. (3)  
It is necessary to mention that net income does not reflect the actual cash-flow 
from operations and financing. More precisely, it is a summary of operating 
performance calculated over a given time period, using specific accounting procedures. 
Depending on these accounting procedures, net income might or might not match to 
cash-flow. (3) 
• Cash-Flow Statement 
“The statement of cash-flows is a summary over a period of time of a firm’s  
cash-flows from operating, investment and financing activities.” (3, p. 138) 
“The statement of cash-flow is a link between firm’s income statement and the 
changes between a firm’s beginning and end of the period balance sheet. It shows the 
cash-flow changes in operations, investments and financing.” (19, p. 77)  
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o Characteristics of Cash-flow Statements: 
Operating cash-flow arises from the operating activities of the company. Positive 
cash-flow from these activities is crucial for long existence of the company. The firm 
has to close its business if it is not able to generate positive operating cash-flow. (19) 
Investing cash-flow presents of long-term activities such as investment in plant 
assets, the disposal of plant assets, acquisitions of the companies and divestitures of 
subsidiaries (3) 
Financing cash-flow covers borrowings, debts, and sale or purchase equity and 
cash dividends paid out by the organizations to its shareholders. (19) 
By analyzing particular flows, it can be can examined such aspects of the 
business as: 
− The resource of finance for operating activities of the enterprise, whether 
through internal generated funds or external source of funds. 
− The capability of the firm to fulfil debt obligations (interest and principal 
payments). 
− The ability of the organization to back up expansion through operating     
cash-flow. 
− The capability of the corporation to give dividends to shareholders.  
− The possibilities the business has in financing its activities. (3) 
1.2.2 Analytical Tools for Financial Analysis 
Analyst invented many tools to accurately estimate the risk and the state of the 
company. The purpose of methods is to modify the information into user-friendly form 
that evaluate historical performance and make easier industry comparison. Common 
size and ratio analysis translate absolute data into relative data. Relative data 
(percentages) give possibilities to forecast trends and comparison between companies. 
(19) 
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• Common Size 
The common size analysis change information from balance sheet and income 
statement into relative measures. Each item of balance sheet is divided by the sum of 
assets and each item of income statement is divided by the amount of total sale. (18) 
Relative measures ease to contrast a company to organizations of different size 
and the industry norms. These techniques facilitate to recognize strength and weakness 
and discover historical trends. (19) 
• Ratio Analysis  
This method is very similar to previous one. Financial statements are made over 
to ratios. The usage is also on same principal. Ratios enable overview how firm was 
doing in past and comparing with rivals. (19) 
Trend analysis is useful planning method. Historical information cannot hide 
strong and weak seasons and other relevant factors. These remarks assist managers in 
predicting for example inventory needs and its financing impacts. (19) 
This technique is also valuable for potential buyers of the firm. Prospective buyer 
probably will pay more for well performing business with rising trend because it may 
show even better revenues in the future. Flat trends often mean that the enterprise has 
not been controlled effectively or it operates in a mature market. In the first situation, a 
new management may be able to improve performance of the firm. (19) 
• Finding Comparable Firm  
It is useful to put side-by-side two companies with common-size financial 
statements and ratios and make comparison based on similar industries. However, it is 
very difficult to have to two firms that are very similar to each other because every 
company wants to be original and get competitive advantage. (17) 
• Importance of Cash-flow  
Investors are interested in cash-flow the most because cash that flow in makes 
value for shareholders. Earnings may give the wrong impression so investors prefer to 
know the actual cash-flow rather than figures from income statement. (19) 
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• Pro Forma Statement  
“Pro forma refers to the projections of future financial statements prepared based 
on a set of assumption regarding future revenues, expenses, investment in assets and 
working capital and other factors.” (19, p. 83) 
Projections come out on factors that influence the company. Items that mainly 
affect the performance are turnover of accounts receivable and payable and inventory 
turnover. Capital expenditures, depreciation and growth are also covered. (21) 
Managers, investors and creditors commonly forecast from one to five years to 
predict capital requirements under different growth and economic scenarios. Some 
managers and investors design monthly or quarterly pro forma statements to recognize 
financial needs during the high season. (21) 
1.3 Horizontal and Vertical Analysis 
Financial statements are suitable to examine how a firm is doing when compare 
with previous years (horizontal analysis) and with the performance of rivals in the 
industry (vertical analysis). (1) 
• Horizontal Analysis 
Horizontal analysis needs date to be gathered for different points of time and then 
compared. This enables the researchers to analyst whether the numbers have changed 
and performance is better or worst. (1) 
Horizontal analysis monitors changes in lines of financial statements. It tracks 
absolute values in time from 3 to 10 years and determines relative (percentage) 
changes. It is known as trend analysis (17) 
• Vertical Analysis  
On the other hand, vertical analysis allows the important insights into how a line 
of financial data is structured, thereby it eases an understanding of what factors are 
essential in determining a particular level. (1) 
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Vertical analysis is focused in the quantitative relationship among accounting 
data at a particular point of time. It can be applied on balance sheet, profit and loss 
account and cash-flow statement. For example, this analysis is used for examining 
income statement. It can indicate how turnover is distributed between fundamental 
components. By reviewing this analysis year to year, the research indicates trends and 
show strength of the growth and turns down. (1)  
1.4 Ratios for Financial Analysis  
Numbers of analytical methods, together with those concerning a range of 
financial ratios, are available for performance assessment. The different techniques are 
suitable for different use. The examiner has to definitely characterize the viewpoint, the 
objectives of the analysis. (8)   
We can investigate business performance from tree viewpoints: managements, 
owners and lenders. These groups emphasise different measurements. In Table 1.1 the 
main financial spheres of interest to the tree groups are shown along with the ratios and 
measures relevant to threes areas. (8)  
Table 1.1: Financial Performance Measures by Area and Viewpoint 
Viewpoint 
Management Owners Lenders 
Operational Analysis Profitability II Liquidity 
gross margin return on net equity (ROE) current ratio 
profit margin return on common equity quick test (acid ratio) 
operating expenses analysis rarning per share  
contribution   
Asset Management Disposition of Earnings Debt Management / Leverage 
asset turnover cash-flow per share debt to assets 
working capital: dividends per share debt to capitalization 
inventory turnover dividends yield debt to equity 
accounts receivable payout/ retention  
accounts payable dividend coverage  
Profitability I Market Indicators Debt Service 
return on assets (ROA) price / earnings ratio interest coverage 
EBIT, return on assets market to book value interest and principal coverage 
Source Helfert, E. A. Techniques of Financial Analysis, p. 22. (8) 
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1.4.1 Management’s Point of View  
This group had dual interest in the analysis: efficient and profitable operations 
and the effective use of resources. The evaluation of activities is mainly based on 
examining of income statement, but the effective use of capital is typically detected by 
combined review of the balance sheet and income statement. (8) 
• Operational Analysis 
The evaluation of operations is generally made through a “common numbers” of 
percentage analysis of the operating statement. The ratios derived are used both to critic 
the relative extent of chosen key components and find out any tendencies towards 
improving or declining performance. We need not to forget the type of industry 
involved and its particular specific, as well as the individual style and distinctive 
situation of the researched firm. (8)    
o Gross Margin  
It shows the importance of the cost of goods purchased in relation to the margin 
left over for operating expenses and profit. (3) 
Gross margin = gross margin / total revenues (3) 
o Profit Margin 
It proves management’s ability to run the enterprise with plenty success not only 
to recover the cost, but also to create a margin of realistic compensation to the owners 
for putting their capital at risk. (3) 
Profit margin = net income / total revenues (3) 
o Operating Expenses Analysis  
It covers such items as administrative expense, selling and promotion expenses 
ect. (3) 
Operating expenses analysis = various expense items / total revenues (8) 
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o Contribution 
This analysis is useful in evaluating the risk typical to the business, that is, free 
hand of management in pricing its products and services. (8) 
Contribution = total revenues – direct costs / total revenues (8) 
• Asset Management 
Those indicators are suitable to show the effectiveness with which management 
has used assets entrusted to it. The pointers include turnover relationship and express 
the relative sum of capital used to maintain the volume of business transacted. (8)  
o Asset Turnover  
The ratio says the sales dollars made by each dollar of assets. (4) 
Asset turnover = total revenues / assets (4) 
o Working Capital  
The indicator measures the relative effectiveness with which inventories and 
receivables are handled. (15) 
Working capital = current assets – current liabilities (15) 
o Inventory Turnover 
It measures how many times each items of inventory is sold and stored again 
during given period. (16) 
Inventory turnover = average inventory / total revenues (16) 
o Accounts Receivable  
It calculates average number of days required to collect customer account 
receivable. (4) 
Accounts receivable = accounts receivable / sales per day (4) 
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o Accounts Payable  
It stands for how many days the company keeps payments for its vendors. (16) 
Accounts payable = accounts payable / sales per day (16) 
• Profitability I  
Ratios measure the effectiveness with which management has employed total 
assets and net assets. It involves net profit. This group of indicators is one of the most 
telling analysis but the nature of stated values on the balance sheet has a tendency to 
deform the results. (8)  
o ROA 
It measures profitability of total invested assets without reference to which funds 
are financed. (18) 
ROA = net income / assets (18) 
o EBIT, return on assets 
The measurement show the gross earnings power of the capital employed in the 
business independent of the pattern of financing that provided the capital. (8)   
EBIT, return on assets = EBIT / assets (8) 
1.4.2 Owner’s Point of View  
The key interest of the owners (shareholders in case of a corporation) of a 
company is profitability. From this point of view, profitability presents the returns 
achieved through the efforts of managements on the funds invested by the owners. 
They also want to know the disposition of earnings. It means how much is reinvested in 
the enterprise or paid out them as dividends. They are also interested on the market 
value of their investment. (8) 
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• Profitability II  
Those measurements express the firm’s performance in relation to the owner’s 
stake. Return on net worth and return on common equity say the profitability of the 
total ownership investment and earning per share express the proportional participation 
of each unit of investment in corporate earnings for the period. (8) 
o ROE 
It is employed to calculate the return on the owners’ investment. (18) 
ROE = net income / equity (18) 
o Return on Common Equity 
More sophisticated way how to calculate return on owners’ investment because it 
takes on consideration only earnings accruing to the holders of common shares. (18) 
Return on common equity = net profit to common / common equity (18) 
o Earning per Share 
“This ratio simply involves dividing net profit to common stock by the number of 
shares of common stock outstanding” (8, p. 39) 
Earning per share = net income to common / average number of common shares 
outstanding (8) 
• Disposition of Earnings  
The separation of earnings into dividends paid and earnings retained is crucial 
issue for shareholders. Retained residual creates the owners’ equity and is a financial 
source for management. Thus, earnings either are reinvested in the enterprise to 
develop its growth, or are paid out as dividends. (8)  
o Cash-flow per Share 
It expresses the ability of the company to pay cash dividends. (8) 
Cash-flow per share = net income to common + write off / average number of 
common shares outstanding (8) 
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o Dividends per Share  
Dividends are often announced publicly on a per share basis by board of directors. 
(8) 
o Dividends yield  
It measures the return on the owners’ investment for cash dividends. (8) 
Dividends yield = annual dividend per share / average market price per share (8) 
o Payout/ Retention 
It presents the percentage of earnings paid out to the shareholders in the form of 
cash during any given year. (8) 
Payout / retention =cash dividends per share / earning per share (8) 
o Dividend Coverage  
Thanks to this ratio, it can be evaluated the degree to which the proportion of debt 
in the capital structure will influence management’s ability to achieve reasonably 
constant and increasing earnings and to pay dividends to owners. (8) 
• Market Indicators  
Two frequently used stock market ratios are the price/ earning ratio and the 
market to book ratio. (8)  
o Price / Earnings Ratio 
It demonstrates how the stock market judge the firm’s earnings performance and 
prospects. (8) 
Price / earnings ratio = market price per share / earnings per share (8) 
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o Market to Book Value 
The measurement related current market value per share to the stated book value 
of owners’ equity written on the balance sheet. (8) 
Market to book value = current market value per share / stated book value per 
share (8) 
1.4.3 Lender’s Point of View  
Lenders watch two important issues. Lenders fund the needs of a successful firm 
and at the same time, they have to deliberate the probability of default and liquidation. 
The lenders have to assess the risk so they look for a margin of safety in assets held by 
the firm (a cushion against default). Some ratios test the liquidity. Other examines the 
relative debt exposure. In other words, leverage of the business in order to weight the 
position of lenders versus owners. Coverage indicators should be also mentioned 
because they express company’s ability to provide debt service from funds (8) 
• Liquidity  
Liquidity examines the degree of protection afforded lenders focuses on the short-
term credit. It includes the liquid assets that are those current assets that can easily be 
transformed into cash, on the assumption that these would form a ready cushion against 
default. (16)   
o Current Ratio 
It provides the information if a company could meet its short-term liabilities by 
liquidating its current assets if the need arose. Recommended value is 1.5 (1) 
Current ratio = current assets / current liabilities (1) 
o Quick Test (Acid Ratio) 
It stands on similar basis as previous indicator but it excludes the value of stocks 
from current assets because it may be complicated to transform them into more liquid 
form quickly. Value of this ratio should not be lower than 1. (1) 
Quick test = (current assets – stock) / current liabilities (1) 
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• Debt Management / Leverage 
Wisdom use of debt increases earnings for owners, because returns earned on 
these funds above the interest paid belong to the owners. From lenders’ viewpoint, 
when earnings do not beat interest cost, fixed interest and principal commitments must 
still be fulfilled. The positive and negative effects of leverage rise with the proportion 
of debt in a business. The risk exposure of the providers of debt grows, as does the risk 
exposure of the owners. For lenders, a variety of ratios that deal with total (or long-
term) debt in relation to various parts of the balance sheet, are more complete indicators 
of riskiness than leverage alone. (8) 
o Debt to Assets 
It is proportion of debts to total assets. The higher the ratio, the greater the likely 
risk for the lender. (15) 
Debt to assets = total debts / total assets (15) 
o Debt to Capitalization 
Another variant of debt proportion analysis, it examines ratio of long-term debt to 
capitalization. (8) 
Debt to capitalization = Long-term debt / Capitalization (8) 
o Debt to Equity 
The indicator presents the total borrowings of a firm as a percentage of 
shareholders’ funds. (1) 
Debt to equity = total debts / net worth (equity) (1) 
• Debt Service 
These indicators are probably so popular because of relative easiness to compute 
them. “Such ratios are useful as indicators of trends when they applied over a long-term 
period of time. But they still do not get at the heart of an analysis of debt-worthiness, 
which involves firm’s ability to pay both interest and principal a schedule as agreed 
upon, that is, to service its debt.” (8, p. 49) 
30  
o Interest Coverage 
Interest coverage says how many times interest payments are covered by 
operating profit. It measures the ability of the company to pay its debts (1) 
Recommended values are 3 and more. (15) 
Interest coverage = EBIT / interest paid (15) 
o Interest andPrincipal Coverage 
It is more smart variation how to calculate debt coverage. It tries to indicate 
company’s capability to service its debt. (8) 
Interest and principal coverage = EBIT / interest + principal repayments / (1 - 
tax rate) (8)  
1.4.4 Limits of Financial Ratio Analysis   
The most common used sources of financial information are balance sheet and 
income statement. But we should be aware of their limitations. (14)  
− Financial reports provide primary source of date for computation ratios. 
Although accounting principles are generally accepted rules, there is some 
flexibility in choosing them so ratios between companies are not comparable 
unless appropriate adjustments are done. Comprehensive financial ratio is 
limited by the lack of standard accepted computational regulations.  
− Ratio analysis rests on accurate classification of income, especially when 
income is required in calculation of the ratios. There is a big gap between 
economic and accounting income, as based on historical cost valuation.  
− Ratios control systematic effects of size on the variables under examination, 
but researchers showed that the ratios form adequately controls for size only 
under highly restrictive conditions. (14, p. 18) 
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1.5 Potential for Business Failure  
There are many bonit / bankruptcy models to exanimate overall financial situation 
of a company. (4) 
From various indicators, there are presented two, Altman’s index and index IN01. 
• Altman’s Index of Financial Health (Z-score) 
This index provides complex evaluation of financial situation of a company and 
complete financial analysis of an organization. (22) 
Z = 0.717 * (working capital / total assets) + 0,847 * (retained earnings / total 
assets) + 3.11 * (EBIT / total assets) + 0.42 * (shareholders’ equity / total liabilities) + 
0.998 * (sales / total assets) (4) 
Score less than 1.2 indicates very high probability of illiquidity or failure, from 
1.2 to 2.90 means “not sure” and higher then 3.00 is considered as “unlikely” (4) 
• Index IN05 
Married couple Neumierovi made up index that facilitates evaluation of financial 
situation of Czech organizations. The indicator is a result of analysis of empirical – 
inductive ratio systems. In the estimation of financial distress, index shows more than 
70% success rate. It consists of common ratio analysis from area of asset management, 
profitability, leverage and liquidity. (17) 
IN05 = 0.13 * (assets / debts) + 0.04 * (EBIT / interest paid) + 3.97 * (EBIT / 
assets) + 0.21 * (revenues / assets) + 0.09 * (current assets / current liabilities) (40) 
If the result is higher than 1.60, the company produces value, it is a financially 
healthy firm. In case that the index is lower then 0.90, it predicts the organization is 




2 Characterization of Current Situation 
This chapter of diploma thesis introduces and describes the chosen company, 
JoWooD and its environment. This part is completed with analysis of external and 
internal environment. 
2.1 Description of the Company 
JoWooD is a world famous corporation from Vienna in Austria that publishes 
entertainment software for all existing gaming systems. Today’s focus of the 
corporation is expansion of JoWooD’s game brands. JoWooD’s games are spreaded 
over a global network of distribution partners. (33) 
JoWooD consists of one mother company named JoWooD Productions Software, 
AG, three subsidiaries known as JoWooD Deutschland, GmbH, JoWooD Distribution 
Services, GmbH and JoWooD Iberica, S.L. Recently two other companies ware joined 
to JoWooD Group. They are Quantic Lab, S.R.L. and DreamCatcher, Inc. (33) 
JoWooD Deutschland, GmbH is situated in Frankfurt in Germany. It is the oldest 
subsidiary of JoWooD. It was establish to create better connection between a 
manufacturer and retailers to get higher revenues. (33) 
JoWooD Distribution Services, GmbH is a subsidiary company of JoWooD 
Productions Software, AG, placed in Vienna. Main purpose of this subsidiary is to 
build a complete distribution network that ensure comfortable product availability and 
improve customer service of every retail partner. Straight link between a producer and 
sellers should have brought an increase of profit margins. (33) 
Quantic Lab, S.R.L., located in Cluj-Napoca in Romania, is in business from 
April 2006. The company is responsible for quality assurance of all products belonging 
to JoWooD. Quantic Lab, S.R.L. also supports projects and assignments from 3rd party 
companies that are not affiliated with JoWooD. (33) 
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DreamCatcher, Inc. from Toronto in Canada is a publisher of adventure games in 
North America. It has joined JoWooD in January 2007. DreamCatcher, Inc. also has a 
well-established connection to the distribution channels in North America. With the 
acquisition of DreamCatcher, Inc., JoWooD has direct access to the large North 
American retail channel now. (33)  
JoWooD Iberica, S.L. is a next subsidiary established in Madrid in Spain. The 
goal of this step is to form strong business position in Spain and Portugal in order to get 
closer to customers and possibly raised sales. Second aim of this unit is to create a 
strategic point for distribution to Central and South America. It is supposed to increase 
revenues from this area because of more intensive connection with traders. (33) 
A new Mexican subsidiary, JoWooD Mexico, S.L., was launch in summer 2008. 
It is subordinated to the JoWooD Iberica, S.L. Main purpose is to penetrate in Mexican 
and Latin American market. South America is managed by JoWooD Iberica, S.L. (33) 
Table 2.2 and Graph 2.1 record development of number of job positions that 
JoWooD created in researched period. 
Table 2.2: Employment in 2004 – 2008 
 2004 2005 2006 2007 2008 
Number of Employees 184 53 71 91 112 
Source: Consolidated Annual Financial Reports of JoWooD Group. (45, 46, 47, 48, 49) 
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Source: Consolidated Annual Financial Reports of JoWooD Group. (45, 46, 47, 48, 49) 
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Number of jobs showed increasing tendency from 53 in 2005 to 112 in 2008. It 
was implication of enlarging of business every year and investing activities that 
extended capacities and created new positions. Reduction by 131 jobs was caused by 
broad restucturalization between 2004 and 2005.  
2.1.1 Business Model 
The company profile covers analysis of turnover and explains its vision and 
mission, market strategy and positioning.  
• Turnover of the Company 
Turnover of the organization is examinated by sales in region where the 
corporation operates in. Table 2.3 and Graph 2.2 represent development of revenues 
according to areas of business from 2004 to 2008. 
Table 2.3: Turnover by Area of Business in 2004 -2008 
2004 2005 2006 2007 2008 
 
ths. EUR. ths. EUR. ths. EUR. ths. EUR. ths. EUR. 
German Speaking Countries 8,821 4,315 10,405 4,969 9,490 
Rest of Europe 6,216 916 3,459 6,165 5,801 
Rest of World 2,166 1,226 1,340 11,700 9,744 
Total 17,203 6,457 15,204 22,833 25,035 
Source: Consolidated Annual Financial Reports of JoWooD Group. (45, 46, 47, 48, 49) 
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Source: Consolidated Annual Financial Reports of JoWooD Group. (45, 46, 47, 48, 49) 
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Generally, total revenues increased every year except 2005 when sales recorded 
deep fall by EUR 10.746 mil. because of no new releases of game titles. German 
speaking coutries include e.g. Autria, Germany or Switzerland. Income from this region 
had majority share on total revenues although it did not show permanent rise.  
Rest of Europe where JoWooD operates includes e.g. Spain, Portugal or Great 
Britain. This area occupies second biggest proportion on revenues. It copies 
development curve of total sales. Canada, U.S.A. or Mexico belongs to last category. 
At the beginning of period, it contributed to total revenues only with small share. 
However, from acquisition of DreamCatcher, Inc. in North America the importance of 
this area went significantly up.  
• Vision and Mission 
JoWooDs is famous brand for software games that are shaped for wide public. 
The company had achieved success in German-speaking area and nowadays it focuses 
on international market. (33) 
One of the crucial decisions how to be more global was acquisition of Canadian 
publisher DreamCatcher, Inc., a popular retailer in North America. The role of this 
member in JoWooD is defined as an extended arm. (33) 
JoWooD offers wide range of products. It covers sector console and on-line 
gaming products. It means that JoWooD is not only sole PC-focused publisher, but is 
becoming an important multiplatform producer. Developing trend is held according to 
market research so tomorrow console and handheld projects are designed on base of 
users’ requirements. (33) 
JoWooD’s tools how to reach all of these are follows:  
− increase of branding and brand policy,  
− more effort on marketing, 
− more efficient usage of development resources for games, 
− wider product range, 
− effective working decentralized organization structure. (33) 
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• Market Strategy 
The core of business has modified during few several years according strategic 
plans and their corrections. 
In 2006, JoWooD acquired DreamCatcher, Inc. DreamCatcher, Inc. is counted as 
one of the dominant PC adventure games publisher. It was important step to establish 
its position in the U.S. market and increase its reputation as an international competitor. 
DreamCatcher, Inc. makes a link between JoWooD and leading sellers as Walmart, 
Target, GameStop, Best Buy, Circuit City and Toys R Us. (33) 
In 2007 and 2008, JoWooD worked out on its place in international market as 
well as next year. Its position was strengthening thanks to enlarging distribution site 
when JoWooD set up own distribution subsidiary JoWooD Distribution Services, 
GmbH that ensure logistic services in Austria and Germany. (33) 
At the beginning of 2008 JoWooD found next subsidiary JoWooD Iberica, S.L. in 
Madrid as next step to fulfil its strategic goals, which is capturing of South and Western 
Europe where console market is quite large. The subsidiary became a key player on that 
market. Besides, JoWooD Iberica, S.L. made connection with Mexican retailers as a 
part of Spanish speaking section of Latin America. (33) 
Next strategic step directiong to overrule of Latin America market was 
establishment of JoWooD Mexico, S.L. in summer 2008. The Mexican subsidiary 
empowers cooperation with home partners to extend business into Central American 
states. (33) 
o Product Portfolio  
JoWooD’s products are possible to split up into 3 groups:  
Adventure Genre 
This kind of games is characterized as a video game in which the player assumes 
the role of protagonist in an interactive story that is driven by exploration and           
puzzle-solving instead of physical challenges. Popular games from JoWooD are Agatha 
Christie and Sam&Max. (33) 
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Adventure games are considered as mid-range investment budgets (EUR 90 ths. 
to EUR 350 ths.) and long-term revenues. It is possible to sell adventure games in non-
traditional sales channels and have long lifecycle. (33) 
JoWood is very successful in the North American market. It brought popular 
adventure brands to Nintendo’s Wii and DS console, which was not done by 
competitors. (33) 
Casual Games 
A casual game is a video game or on-line game targeted at a mass audience of 
casual gamers. Casual games can have any type of game play and fit in any genre. The 
most sold game is Safecracker. (33) 
Casual games have relatively short capital and resource-commitment so these 
games are positioned in mid-and low-price segment. Games are also specially suited for 
platforms like Nintendo DS and Wii. Significant portion of users are 30+ and female. 
DFC Intelligence has estimated worldwide over 150 mil. play free casual games via the 
Internet. Typically, investment budgets of casual games are between EUR 50 ths. to 
EUR 200 ths. (33) 
Mobile Games 
A mobile game is a video game played on a mobile phone, smart phone, PDA, 
handheld computer or portable media player. Known game made by JoWooD is 
Gothic 3 - The Beginning. (33) 
The global mobile games market is on track and will hit USD 9,600 mil. by 2011. 
Mobile gaming revenue in North America is projected to grow from USD 717 mil. in 
2007 to USD 1,700 mil. in 2011. (33) 
o Positioning 
According to strategic goals, JoWooD wants to become a multiplatform 
publisher. This market is obviously larger than PC gaming market so it would get 
bigger market share. It is extremely important to select proper platform, otherwise more 
risk can appear than necessary. (33) 
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JoWooD chose to prefer next-generation consoles (i.e. Nintendo's Wii, 
Microsoft’s Xbox360 or Sony's PS3) as a logical step to avoid fundamental risk. 
Moreover, consumer expectations are more and more exacting, so projects 
developments and budgets are more demanding compared to previous generation 
(Xbox, PS2) where no multimedia functions ware added. (33) 
Next interesting finding is growing number of casual gamers. Another positive 
finding is that although core gamers are in further phase of their lifes, i.e. jobs and 
family, they keep playing. Problem is lack of time. JoWooD solved this difficulty with 
new product line GS-Line, applicable on systems possessed by casual gamers 
(Nintendo DS, Wii, PS2, PC). (33) 
Entering to USA market is challenging objective as well as producing consoles. It 
is great opportunity to reach these goals with acquisition of DreamCatcher, Inc., 
especially after some unsuccessful attempts in the past. (33) 
2.1.2 Shareholders Structure 
JoWooD Production Software, AG. is a joint-stock company. Its shares are 
available to buy at Viennese stock exchange. (44) 
Shareholders of the company can be divided into three main parts. The biggest 
portion of shares is free float. It means that this part is freely available to the investing 
public. Next important holder is VenGrowth Asset Management, Inc., a Canadian 
investment company, and the last one is Pioneer Investments Austria, GmbH, 
investment group. (33)  
Table 2.4 and Graph 2.3 illustrate shareholders structure.  
Table 2.4: Shareholders Structure in 2008 
Shareholder Number of Shares % 
Free float 2,363,648 80 
VenGrowth Asset Management, Inc. 443,184 15 
Pioneer Investments Austria, GmbH. 148,728 5 
Source: JoWooD Group. (33) 
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Source: JoWooD Group. (33) 
Total number of shares was 2,954,560 units in 3rd quarter of 2008. 2,363,648 of 
them ware freely available to the investing public. It corresponds to proportion of 80%. 
VenGrowth Asset Management, Inc. owned next 443,184 shares, i.e. 15%, and 
147,728, i.e. 5%, were held by Pioneer Investments Austria, GmbH.  
2.2 External Environment   
External environment covers description of macroeconomic conditions, industry 
environment and uses benchmarking to compare JoWooD with its closest rivals. 
2.2.1 Macroeconomic Environment  
The global economy declined from September 2008. The influence of the 
subprime crisis in the USA took off mistrust in global financial market and had already 
many other effects into the real economy. Due to insecurity of people involved to 
market, the economic development is assumed to cut off according to the European 
Commission and the OECD. (33) 
The influence of the global financial crisis had stronger impact in 2nd half of 
2008. Bank institutions and insurance companies fought with lack of liquidity. 
Governments offered financial aid to them as well as central banks cut off interest rates 
to help the situation in the market. (33) 
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Austrian economy expanded by 2% in 2008, which is less than in previous year 
when the growth was by 3.1%. Although the 1st half of 2008 was very promising due to 
dynamic expansion comparing to the rest of the Euro area, this development was 
stopped in next half of the year. According to OECD, Austria is shaked by economic 
downturn and forecast for economic growth is 1.7%. (33) 
2.2.2 Industry Environment  
Hardware and software segment growths continuously from 2007. The increase is 
caused by raising attractiveness of computer and video games among pointed audience 
and age groups and on the other hand further market penetration of the current 
generation video game consoles. (33) 
At the beginning of the interactive entertainment industry, young people ware the 
core buyers. They grew up with PC or console games and keep playing as parents 
together with children. Now, they become one of the key drivers of expansion in the 
volume of possible shoppers. This fact is big challenge for entertainment software to 
create such product portfolio for family and casual gamers because they have the 
highest growth rates within the gaming industry. (33) 
While all economics are in recessive phase, the entertainment software industry 
shows its independent cycle and stays secure and profitable although it is seasonal 
industry and in the 4th quarter of 2008 it shows highest sales. (33) 
Handheld consoles undergo long-term success over the past years. In the German 
speaking market, this software enlarged by 17.5% during the 3rd quarter of 2008. In the 
German speaking area, 3.700 mil. of computer and video games were sold in the same 
time. (33) Table 2.5 and Graph 2.4 presents market shares of console systems.  
Table 2.5: Market Share of Console Systems 
Console System Mil. of Units % 
Nintendo DS 86.690 43 
Sony PSP 40.110 20 
Wii 37.260 18 
Xbox 360 23.170 11 
Playstation 3 17.040 8 
Source: Consolidated Annual Financial Report of JoWooD Group 2008. (45) 
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Source: Consolidated Annual Financial Reports of JoWooD Group. 2008. (45) 
The biggest portion of the market is covered by Nintendo DS, i.e. 86.690 mil. of 
units is equal to 43%. On the 2nd place is Sony PSP that has 20%, i.e. 40.110 mil. of 
units. With 37.260 mil. of units, i.e. 18% Wii reaches on 3rd place. Almost last one is 
Xbox 360 with 23.170 mil. of units, i.e. 11%. The smallest market cover belongs to 
Playstation 3 with 17.040 mil. of units, i.e. 8%.  
2.2.3 Benchmarking  
JoWooD chosed two companies as benchmarks. The selected firms are THQ, Inc. 
and Activision Blizzard, Inc.  
The organizations meet several criteria: 
− dynamic expansion in last 3 years, 
− required financial structures. (33) 
The companies maintain market and technological leadership positions. Both 
THQ, Inc. and Activision Blizzard, Inc. record high equity ratios and stable capital 
structure. Moreover, any of them is not afraid to take the risk of publishing business 
information. (33) 
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THQ, Inc. is a leading worldwide developer and a publisher of interactive 
entertainment software. The company develops its products for all popular game 
systems, personal computers and wireless devices. It is headquartered in Los Angeles, 
California. THQ, Inc. sells product through its global network of offices located in 
North America, Europe and Asia Pacific. Popular game is Age of Empire for Nintendo 
DS. (41) 
Activision Blizzard, Inc. is a worldwide pure-play on-line and a console game 
publisher with leading market positions across all categories of the rapidly growing 
interactive entertainment software industry. It is set up in Santa Monica, California. 
Activision Blizzard, Inc. maintains operations in the U.S., Canada, the United 
Kingdom, France, Germany, Ireland, Italy, Sweden, Spain, Norway, Denmark, the 
Netherlands, Romania, Australia, Chile, India, Japan, China, the region of Taiwan and 
South Korea. Successful games are Diablo of World of Warcraft for PC. (23) 
Achieved results are: 
− Equity ratio for both companies in average from 2004 to 2006 is 81.2%. It is 
very high equity ratio that expresses the capability to cover risks of publishing 
software products. 
− Investment in new products is from 2004 to 2006 on average 16.31% of their 
equity. It is very conservative capital expenditures rate that need to hedge the 
risk of game development and publishing. (33) 
JoWooD equity ratio reached 52.42% in 2006 and 57.42% in 2007. Capital 
expenditures rate was 21.81% in 2006 and 18.08% in 2007. From presented figures, it 
could be observed that JoWooD gets closer to set targets. (33) 
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2.3 SWOT Analysis  
SWOT analysis is often used method by which strengths, weaknesses, 
opportunities and threats of the company are identified. Strengths and weaknesses are 
the results of internal analysis of the organization. Opportunities and threats of an 
organization’s external surroundings. The company should focus on its strengths and 
eliminate weakness. If it wants to become successful, it had to adjust its strategy to 
potential opportunities and protect against potential threats. (13)  
Table 2.6 gathers results of SWOT analysis. 
Table 2.6: SWOT Analysis 
- good reputation and years of 
experiences in branch 
- dependence on game 
manufacturers  
- strong multinational company 
operating at global market  
- absence of unitary information 
system 















- web sites – design and 
applications 
- build social community - software piracy 
- develop games for smaller 
target groups - current economical crisis 
- acquisitions with hardware 










- rising level of living in 







Source: Own studies based on PORTER, E. M. Konkurenční výhoda. (13) 
JoWooD is an important game software publisher that operates at global market. 
It acquired another international publisher, entered into American market and became a 
strong multinational corporation recently. The company has own distribution network 
that ensures reliable distribution to its customers so that it does not take risk that a 
distributor may damage JoWooD’s name. The company offers more genres of games 
that include games for casual gamers and also mobile games. 
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JoWooD does not produce games itself. Games are manufactured in Sony or 
Nintendo. Problem is that those companies are not affiliated. If one of the producers 
found in problems, it would cause difficulties to JoWooD. JoWooD does not derive 
benefit from any unitary information system. Subsidiaries are not connected in this 
way. The organization faces risk that information might lose while thay are transfering 
and communication is time-consuming. Only small part of budget is allocated on 
marketing.  
Competitive company Activision Blizzard, Inc. built social community of its fans. 
JoWooD could adopt this strategy. Loyal fans are source of high revenues and low 
costs. Big international companies focus on main stream thereby niches arise at market. 
JoWooD could aim at these niches and develop games, e.g. chess. 
Every software publisher fight with illegal software dissemination. It significantly 
declines revenues and can harm the company's name and reputation. JoWooD tries to 
defend but software pirates are always one-step ahead. At the beginning of economical 
crisis JoWooD recorded high revenues and game software industry showed 
independence on economical cycles, but from long-term view, it is not confirmed. The 
crisis may affect JoWooD and game software branch in the meaning that customers 
might not be willing to spend money on legel software, especially games. 
 From presented SWOT analysis, it can be conclueded that JoWooD has several 
possibilities for its future development that should be based on its shtrengths but it 
needs to eliminate weeknesess. 
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3 Analysis of Problem  
This chapter covers financial analysis according to set goals. It is focused on 
analysis of financial statements with using traditional financial indicators. There is 
evaluation of current situation of company JoWooD at the end of this section. 
3.1 Financial Analysis of the Company in 2004 - 2008 
This part of diploma thesis solves complex financial analysis of JoWooD. 
Financial statements as balance sheet, income statement and cash-flow statement are 
used from 2004 to 2008 (Appendix 1, 2, 3). Internal data and information from Internet 
are employed to complete the financial picture. Results of various indicators are 
compared with a selected competitor, THQ, Inc. (Appendix 4, 5). 
3.1.1 Horizontal and Vertical Analysis 
To understand financial situation, it is processed firstly analysis of absolute 
parameters in years 2004 – 2008 that consist of horizontal and vertical analysis. 
Horizontal analysis examines changes in time line. Vertical analysis monitors structure 
of financial statements.  
Horizontal analysis, known as trend analysis, studies differences in time from 3 to 
10 years. If statements from more years are available, then it is possible to determine 
trend in development of individual components more correctly.  
Vertical analysis focuses on structure of balance sheets and income statements, 
i.e. it determines the percentage of individual parts on total assets or liabilities in the 
years examined, thereby it shows information about compilation of firm’s property. In 
case of income statements, revenues are taken as 100% value. 
• Horizontal Analysis of Balance Sheet  
Horizontal analysis is calculated firstly for assets and next for liabilities of the 
organization in given years.  
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Table 3.7 represents horizontal analysis of assets. Graph 3.5 displays 
development of total assets, non-current assets and current assets during researched 
period.  
Table 3.7: Horizontal Analysis of Assets in 2004 – 2008 
change 2004/2005 change 2005/2006 change 2006/2007 change 2007/2008 
 
ths. EUR % ths. EUR % ths. EUR % ths. EUR % 
ASSETS -23,975 -72 10,902 117 24,417 121 4,831 11 
Non-current Assets 2,093 220 7,552 248 16,402 155 1,117 4 
Intangible Assets -304 -69 6,945 5,107 6,039 85 604 5 
Goodwill -35 -100 1 100 10,071 1,007,100 0 0 
Tangible Fixed Assets -389 -82 15 17 77 76 -13 -7 
Current Assets -26,068 -81 3,350 54 8,015 84 3,714 21 
Inventory Merchandise -13,238 -76 -4,137 -100 1,487 100 336 23 
Receivables from the 
Supply of Goods and 
Services 
-9,822 -90 1,585 152 5,772 219 2,164 26 
Cash on Hands and in 
Banks 
-475 -71 6,274 3,201 644 10 146 2 
Source: Consolidated Annual Financial Reports of JoWooD Group. (45, 46, 47, 48, 49) 
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Total Assets Non-current Assets Current Assets
 
Source: Consolidated Annual Financial Reports of JoWooD Group. (45, 46, 47, 48, 49) 
Assets of the company underwent many changes. Values decreased by 72% at the 
beginning of researched period. Volume of assets went up during following years. The 
highest rise was monitored by 121% between 2006 and 2007. 
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Total assests consist of non-current and current assets. Changes in assets are 
results of modifications in these items that are created by many other inputs. 
Non-current assets had similar rising tendency as total assets. One opposite shift 
happened between 2004 and 2005 when value of non-current assets went up by 220% 
comparing to total assets (fall by 72%). Among interesting items that are more 
investigated belong intangible assets, goodwill, and tangible fixed assets. 
Intangible assets (e.g. concessions, commercial protection rights and similar 
rights) are capitalised at acquisition costs and are amortized linearly over expected 
lifetime. The operating life expectancy is between 4 and 10 years. The highest growth 
was registered between 2005 and 2006 by 5,106% when Quantic Lab, S.R.L. was 
joined. 
Goodwill is not amortized on schedule, instead of that the value decrease is 
evaluated on base of the achievable value if the cash-generating unit that is harbouring 
the specific value. The most interesting move was growth by 1,007,100% in 2007 when 
the company registered „Brands of DreamCatches“ at Austrian Institute for 
Standardization. Originally, this brand was owned by Quantic Lab, S.R.L. Its value was 
booked as current assets till 2006.  
Tangible fixed assets cover technical equipment, machines, investments in 
buildings, tools, office, business equipment and vehicles. The acquisition costs 
comprise the purchase price plus all attributed costs accrual with transporting the fixed 
asset to the location. Depreciation is undertaken linearly over the operating life 
expectancy. There was growing tendency from 2005 to 2007 that came after big fall by 
82% between 2004 and 2005.  
Value of current assets ranged from EUR 6.237 mil. up to EUR 32.305 mil. The 
highest rise was by 84% between 2006 and 2007. Next part researches inventory 
merchandise, receivebled from supply of goods and services and cash on hands and in 
banks as most valuable items included in current assets. 
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Inventory merchandise comprises unfinished and finished development projects. 
The valuation of inventory is at the lower value of acquisition and manufacturing costs, 
or the attribute value on the reporting date. There was declining trend up to by 100% at 
the beginning of researched period. This tendency was stopped in 2007 when the value 
increased by 100%.  
Receivables from supply of goods and services are reported at their nominal 
value. Receivables in foreign currency are valuaded at the foreign exchange rate on the 
reporting date. There was growing tendency, even by 219% from 2005. Although the 
pace slowed down, the nominal value of receivables from supply of goods and services 
reached EUR 10.566 mil. in 2008.  
Cash on hands and in banks are current money investments in credit institutions. 
They have a residual term of up to 3 months after their inflow and are evaluated at fair 
value. Value of this item was reduced by 71% in the first year of given period. Value 
grown, even by 3,201% from 2006. Booked value reached EUR 7.260 mil in 2008.  
Analysis of liabilities follows after analysis of assets.  
Table 3.8 says absolute and relative changes of liabilities in given period. 
Evolution of the most important items of liabilities is apparent from Graph 3.6.  
Table 3.8: Horizontal Analysis of Liabilities in 2004 – 2008 
change 
2004/2005 







ths. EUR % ths. EUR % ths. EUR % ths. EUR % 
LIABILITIES -23,975 -72 10,902 117 24,417 121 4,831 11 
Shareholders’ Equity -12,155 -116 12,221 -744 15,517 147 569 2 
Share Capital -16,167 -54 6,943 50 -1,715 -8 0 0 
Capital Reserves -12,922 -96 3,546 596 -3,251 -79 0 0 
Reserves from Retained 
Earnings and Group Results 16,894 -51 1,732 -11 20,446 -142 994 16 
Long-term Debts -321 -8 -85 -2 3,974 103 -8 0 
Long-term Debts to Banks -218 -5 -35 -1 43 1 -91 -2 
Bond 0 0 0 0 3,948 100 62 2 
Short-term Debts -11,499 -62 -1,234 -18 4,926 86 4,270 40 
Short-term Debts to Banks -4,927 -99 1,183 1,643 3,169 253 68 2 
Accounts Payable from the 
Supply of Goods and Services -1,257 -43 -65 -4 2,011 128 -276 -8 
Source: Consolidated Annual Financial Reports of JoWooD Group. (45, 46, 47, 48, 49) 
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2004 2005 2006 2007 2008 year
ths. EUR
Liabilities Shareholders' Equity Long-term Debts Short-term Debts
 
Source: Consolidated Annual Financial Reports of JoWooD Group. (45, 46, 47, 48, 49) 
Because the company adheres to golden rule of payment balance and assets are 
equal to liabilities, development of liabilities has same variable character as assets. 
Total liabilities are composed of shareholders’ equity, long-term debts and short-term 
debts. 
Shareholders’ equity went through the biggest fall by 744% between 2005 and 
2006. Following year was situation more favourable. Value of the item rised by 147% 
and its value were 2.5 times higher than in previous year. For further investigation, 3 
items are chosen. They are share capital, capital reserves and reserved from retained 
earnings and group result. 
Share capital is split into common shares. There are only nominal shares, all 
issued and all certify the same rights. The most impressive growth was monitored by 
50% between 2005 and 2006 due to positive earnings developments. Equity capital 
rised from EUR 13.922 mil. to EUR 20.865 mil. In previous year, situation was 
opposite. Share capital decreased by 54% between 2004 and 2005 due to loss        
EUR -29.769 mil. 
Capital reserves contain additional payments of the shareholders on the insurance 
of shares. Due to negative result EUR -29.769 mil. In 2004 capital reserves ware used 
to cover this loss. It caused reduction by 96% between 2004 and 2005. Next year 
thanks to positive results, capital reserves ware increased by 596%. Between 2006 and 
2007, capital reserves went down by 79% as it was agreed on annual general meeting.  
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Development of reserves from retained earnings and group results was 
significantly affected by financial loss in 2004. Total value was EUR -33.030 mil at the 
beginning. Thanks to positive results in years after, the negative item was turned into 
positive one in total value of EUR 7.036 mil. The highest rise was by 142% between 
2006 and 2007.  
Long-term debts include long-term debts to banks, long-term provisions for social 
capital and bonds. Long-term debts present obligations of the company to its creditors 
that are longer than one year. Value of long-term debts varies from EUR 3.933 mil. 
to EUR 7.814 mil. The highest rise by 103% was written between 2006 and 2007. 
Long-term debts to banks had declining tendency during given period apart one 
small growth by 1% between 2006 and 2007. The company has two main loans. AWS 
loan at the amount of EUR 1.583 mil. was due for repayment started in 2007 at earliest, 
until 2015 at the latest in equal semi-annual instalments. Exportfonds loan at the 
amount of EUR 2.196 mil. has no repayment until 2010. Repayment modalities will be 
negotiated separately.  
The corporation issued bonds at nominal value of EUR 3.948 mil in 2007. The 
runtime of these bonds is till July 2011. Next year their value increased by 2%.  
Short-term debts of the company must be repaid within one year. The highest 
volume occupies short-term debts to bank and accounts payable from the supply of 
goods and service. The company decreased its short-term debts from 2004. Between 
2006 and 2007, the biggest increase by 86% was reported and short-term debts climbed 
from EUR 5.755 mil. in 2006 to EUR 14.951 mil. in 2008. 
Short-term debts to bank and accounts payable from supply of goods and service 
copy development curve of their superior item. The biggest growth by 1,643% was 
reported between 2005 and 2006.  
• Horizontal Analysis of Income Statements 
Horizontal analysis of income statement is worked out to examine creating of net 
profit. It studies selected items that have remarkable influence.  
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Presented Table 3.9 illustrates calculation for individual items. Prepared Graph 
3.7 pictures a trend of chosen results.  
Table 3.9: Horizontal Analysis of Income Statements in 2004 – 2008  
change   
2004/2005 







ths. EUR % ths. EUR % ths. EUR % ths. EUR % 
Revenues -10 746 -62 8 747 135 7 629 50 2 202 10 
Cost of Goods Sold 
-6 182 -59 -2 654 -63 2 955 188 4 802 106 
Gross Profit before 
Depreciation of Games -4,564 -67 11,401 511 3,314 24 -2,408 -14 
Other Operating Income 464 30 -1,188 -59 -138 -17 745 110 
Distribution Expenses 
-2,283 -40 -497 -15 1,688 58 377 8 
Administrative Expenses 
-712 -23 -1,001 -43 2,247 170 -131 -4 
Other Operating Expenses 543 127 -346 -36 -75 -12 1,511 275 
EBIT before Restructuring 3,747 -43 7,494 -152 454 18 -1,048 -35 
Restructuring Results 
-7,670 100 14,389 -94 426 -44 541 -100 
EBIT after Restructuring -3,923 24 21,883 -108 880 55 -507 -20 
Financial Results 748 -68 150 -43 -719 369 -58 6 
Net Income 47,114 -158 -15,339 -88 18,101 902 -19,102 -95 
Source: Consolidated Annual Financial Reports of JoWooD Group. (45, 46, 47, 48, 49) 









2004 2005 2006 2007 2008 year
ths. EUR
Revenues Gross Profit before Depreciation of Games
EBIT before Restructuring EBIT after Restructuring
Financial Results Net Income
 
Source: Consolidated Annual Financial Reports of JoWooD Group. (45, 46, 47, 48, 49) 
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Revenues contain all proceeds from typical business activities of the JoWooD. 
Revenue is shown exclusive of value added tax and other taxes levied at customer and 
to be paid to the tax authorities. Item registered high fall by 62% between 2004 and 
2005. The sales ware so low because there was no significant new releases of games 
titles. Meaningful growth by 135% was recognised year after because several new full 
price games and some low budget games ware published. 
Costs of goods sold include costs of production of game and development 
expenses include amortizations of game titles. Development of this item should be 
similar to evaluation of revenues. Positive is also if revenues goes up and cost 
decreases. It means that activities of business are more effective. Such nice finding 
appeared between 2005 and 2006 when revenues raised by 135% and cost of goods 
sold fall by 63%. Further development was less favourable. Revenues were higher by 
50% or 10% while costs of goods sold ware getting bigger faster, e.g. by 188% or 
106%.  
Gross profit before depreciation is basically residual part of revenues after 
deducting cost of goods sold. Its development should copy development curve of 
revenues. In JoWooD’s case, there was fall by 14% between 2007 and 2008 although 
revenues went up by 10%. It indicates that costs of goods sold increased more than 
revenues. 
Distribution expenses comprise costs for rent, telecommunication services and 
advertising expenses. Distribution expenses’ curve showed positive findings till half of 
given period. Expenses raised by 58% in 2007. This is consequent of increased 
revenues. Growth by 8% was in line with rise of revenues by 10% in 2008. 
Insurances, personal expenses and third party services are regarded as 
administrative expenses. Significant raised by 170% was written between 2006 and 
2007 because of legal and professional fees ware newly included in this item.  
Other operating expenses include transactions charges and expenses from 
previous period or settlements. The company decreased value of this item till 2008 
when big growth by 275% raised and reached the amount of EUR 2.060 mil. 
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EBIT before restructuring is calculated from gross profit minus different type of 
expenses (e.g. distribution, administrative and other operating expenses). Though EBIT 
showed continual growth till 2006, it ranged in negative numbers. It was given by high 
value of costs and expenses. There was moderate increase by 18% in 2007 but decrease 
by 35% appeared in last year.  
Restructuring results are residual part of restructuring revenues after deducting 
restructuring expenses. Restructuring revenues and expenditures are reported separately 
as significant revenue or expenses items. They are not related to the narrower operating 
businesses. Restructuring results showed negative numbers till 2008. They monitored 
deep fall by 100% between 2004 and 2005 because of extremely high expenses at the 
amount of EUR 19.531 mil. that occurred due to closing own developing studio and 
associated write-off of game development. Restructuring expenses in following years 
ware linked with integration of Quantic Lab, S.R.L. and DreamCatcher, Inc. in 2006 
and 2007.  
EBIT after restructuring monitored how business activities that are not directly 
related affect results of the corporation. It could be expected same trend like for EBIT 
before restructuring but restructuring revenues and expenses reach very high values so 
that they significantly affected following EBIT. After decrease by 24% in 2004, there 
was steep rise by 108% next year continueing till 2007. 
Financial results cover interest income or expenses, foreign currency gains or 
losses and other. It is calculated as different between financial income and expenses. 
Financial results ware negative during the given period. They reached negative value 
due to higher expenses than incomes. There was obvious growth from 2004 to 2006 so 
that negative results were getting smaller. Between 2006 and 2007, there was deep fall 
by 369%. Financial income reported the highest increase by 358% between 2004 and 
2005. Annual growth decelerated from 2006.  
Net income reflects net earnings of business after meeting taxes. Values of this 
item are very different. The biggest fall was by 95% between 2007 and 2008 and the 
highest rise was by 902% between 2006 and 2007. 
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• Horizontal Analysis of Cash-flow Statements 
Cash-flow statement of JoWooD shows the changes in the meaning of payment 
of the group during reporting period through inflows and outflows of funds. Cash-flow 
statement monitors payment flows from current business activity, investment and 
financing activity.  
Analysis of the main parts of this statement is given in Table 3.10. Graph 3.8 
shows the evolution of these items. 
Table 3.10: Horizontal analysis of Cash-flow Statements in 2004 – 2008 








 ths. EUR % ths. EUR % ths. EUR % ths. EUR % 
Financial Resources at the 
Beginning of Period -9,627 -1,435 -475 -71 6,274 3,201 645 10 
Cash-flow from Operating 
Activities 15,110 -96 6,464 -1,146 -3,831 -65 3,427 166 
Cash-flow from Investing 
Activities 2,466 -98 -5,023 8,372 238 -5 -703 15 
Cash-flow from Financing 
Activities -8,424 -98 5,308 3,562 -2,010 -37 -3,409 -99 
Financial Resources at the End 
of Period -475 -71 6,274 3,201 645 10 145 2 
Source: Consolidated Annual Financial Reports of JoWooD Group. (45, 46, 47, 48, 49) 
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Cash-flow from Operating Activities Cash-flow from Investing Activities
Cash-flow from Financing Activities
 
Source: Consolidated Annual Financial Reports of JoWooD Group. (45, 46, 47, 48, 49) 
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Cash-flow from operating activities covers inflows and outflows from main 
activities of the corporation, i.e. change in inventories, increase / decrease of 
receivables, etc. Cash-flow was in negative number for first two years. It was recorded 
the highest growth by 1,146% between 2005 and 2006 and cash-flow was turned to 
positive. It is implication of increased sales. There was mild decrease by 65% in 
following year. The company recorded high inflow at the amount of EUR 5.496 mil. in 
2008. It corresponds to increase by 166% between 2007 and 2008.  
Investments in game title or divestiture of assets, asset acquisition (without 
financial investment), etc. belong to this group. Cash-flow from investing activities was 
negative during researched period. This phenomenon is proof that the organization 
invests in its activities. There was significant outflow in at the amount of EUR –5.083 
mil. and EUR –4.845 mil. in 2006 and 2007 when the company acquired Quantic Lab, 
S.R.L. and DreamCatcher, Inc. These investing operations caused decrease by e.g. -
8,372% between 2005 and 2006. 
Cash-flow from financing activities reflects e.g. repurchase of own shares, 
deposits / repayment of long-term liabilities or borrowings / repayment of short-term 
liabilities. High value at the amount of EUR 8.573 mil. was caused by inflow of equity 
in value of EUR 9.048 mil. in the first year. Deep fall by 98% was recorded next year. 
Increase by 3,562% was due to payment into equity capital at the amount of EUR 
10.371 mil. between 2005 and 2006. Following year financial cash-flow reached also 
high positive value because the corporation issued new bonds at the amount of EUR 
3.947 mil. During last year, the organization did not take financing activities and 
financial cash-flow was reduced by 99%.  
• Vertical Analysis of Balance Sheet 
Vertical analysis of the balance sheet is prepared in the same order as the 
horizontal analysis of this statement. In this analysis, 100% is value of total assets.  
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Vertical analysis of assets is listed in Table 3.11, following Graph 3.9 illustrates 
the structural changes during the period.  
Table 3.11: Vertical Analysis of Assets in 2004 - 2008 
2004 2005 2006 2007 2008 
 
ths. EUR % ths. EUR % ths. EUR % ths. EUR % ths. EUR % 
ASSETS 33,255 100 9,280 100 20,182 100 44,599 100 49,430 100 
Non-current Assets 950 3 3,043 33 10,595 52 26,997 61 28,114 57 
Intangible Assets 440 1 136 1 7,081 35 13,120 29 13,724 28 
Goodwill 35 0 0 0 1 0 10,072 23 10,072 20 
Tangible Fixed Assets 475 1 86 1 101 1 178 0 165 0 
Current Assets 32,305 97 6,237 67 9,587 48 17,602 39 21,316 43 
Inventory Merchandise 17,375 52 4,137 45 0 0 1,487 3 1,823 4 
Receivables from the 
Supply of Goods and 
Services 
10,867 33 1,045 11 2,630 13 8,402 19 10,566 21 
Cash on Hands and in 
Banks 671 2 196 2 6,470 32 7,114 16 7,260 15 
Source: Consolidated Annual Financial Reports of JoWooD Group. (45, 46, 47, 48, 49) 







2004 2005 2006 2007 2008 year
Non-current Assets Current Assets
 
Source: Consolidated Annual Financial Reports of JoWooD Group. (45, 46, 47, 48, 49) 
Structure of total assets changed dynamically during given period. Non-current 
assets took 3% at the beginning. During five years, they raised up to 61% from total 
assets. Current assets had opposite development, i.e. their share constantly decreased 
from 97% to 43%.  
Vertical analysis of assets showed that the company invests mainly to non-current 
assets. Proportion was continuously increasing. The highest share was monitored in 
volume of 61% in 2007. Next year, it went down on 57% from total assets. 
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Intangible assets underwent fast expansion from 1% to 35% during first three 
years. The growth was caused by acquisition of Quantic Lab, S.R.L. and registering 
new brand. High volume of intangible assets is understandable due to subject of 
business matter. Their proportion was stable on 28% from 2007.   
When the corporation registered new brand „Brands of DreamCatches“ in 2007, 
it increased value of goodwill at the amount of EUR 10.072 mil. This amount 
responded to 23% share of total assets. The share was less than 1% in previous years. 
Share of tangible fixed assets was negligible on total value of assets in the 
researched time. The highest share was 1% in 2005 and 2006.  
Proportion of current assets went down from 97% to 43%. As well as in 
horizontal analysis, selected item are examined more deeply. 
Share of inventory merchandise on total assets showed similar declining trend as 
current assets. Their proportion on total assets fell from 52% in 2004 to 0% in 2006. 
Overall reducing of proportion of inventory merchandise on total assets gave a sign of 
better inventory management. In following years, this item raised its part on 4%. This 
tendency is negative. 
Receivables from supply of goods and services cover in average 20% of total 
share. The highest proportion 33% was visible in 2004. The company successfully 
reduced debts of its suppliers in next years. Growth of proportion is evident in recent 
years. This trend was in accordance of revenues although value of receivables from 
supply of goods and services took 21%, which was 50% of current assets  
Proportion of cash on hands and in banks was relatively low in the first two years 
of researched period. It reached 2% on total assets at the amount of EUR 0.671 mil. 
Share climbed up to 32% in 2006. Proportion fell on 16% and 15% during two last 
years. Comparing final findings with previous results, percentage growth of cash on 
hands and in banks is significant. Reason is enlarging business and more joined units. 
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After vertical analysis of assets, liability analysis is compiled. Thanks to 
structural analysis of liabilities, it can be said from what sources the company 
purchases its assets. General principle of funding advises to finance assets from short-
term liabilities that are cheaper and more affordable. It makes them more profitable. 
Disadvantage of using these sources is riskiness due to maturity. An organization may 
face the liquidity problem.  
Structural analysis of liabilities is calculated, as 100% is value of total liabilities. 
From Table 3.12 and Graph 3.10 can be seen main sources of funding of the company.  
Table 3.12: Vertical Analysis of Liabilities in 2004 - 2008 
2004 2005 2006 2007 2008 
   
ths. EUR % ths. EUR % ths. EUR % ths. EUR % ths. EUR % 
LIABILITIES 33,255 100 9,280 100 20,182 100 44,599 100 49,430 100 
Shareholders’ Equity 10,513 32 -1,642 -18 10,579 52 26,096 59 26,665 54 
Share Capital 30,089 90 13,922 150 20,865 103 19,150 43 19,150 39 
Capital Reserves 13,517 41 595 6 4,141 21 890 2 890 2 
Reserves from Retained 
Earnings and Group 
Results 
-33,030 -99 -16,136 -174 -14,404 -71 6,042 14 7,036 14 
Long-term Debts 4,254 13 3,933 42 3,848 19 7,822 18 7,814 16 
Long-term Debts to 
Banks 
3,989 12 3,771 41 3,736 19 3,779 8 3,688 7 
Bond 0 0 0 0 0 0 3,948 9 4,010 8 
Short-term Debts 18,488 56 6,989 75 5,755 29 10,681 24 14,951 30 
Short-term Debts to 
Banks 4,999 15 72 1 1,255 6 4,424 10 4,492 9 
Accounts Payable from 
the Supply of Goods and 
Services 
-1,257 -43 -65 -4 2,011 128 -276 -8 -276 -8 
Source: Consolidated Annual Financial Reports of JoWooD Group. (43, 44, 45, 46, 47) 
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Source: Consolidated Annual Financial Reports of JoWooD Group. (45, 46, 47, 48, 49) 
The organization used to finance its assets from long and short-term debts in 69% 
for first years. Value of debts reached 100% of total liabilities due to financial loss in 
2005. The company upped shareholders’ equity thanks to positive income on 59% and 
54% in last two years.  
The company was in debts at the beginning of period. In 2005, proportion was 
even negative. Shareholders’ equity got over 50% from 2006 because of favourable 
financial results. The company meaningfully decreased its indebtedness. 
Share capital with 43% and 39% made the biggest part of shareholders’ equity in 
2007 and 2008. The proportion was even higher in previous years. It was reached up to 
150% proportion. The corporation upped this source to cover financial loss that 
occurred in 2004. 
Capital reserves had the highest value 41% in 2004. Next year reserves ware 
significantly decreased on 6% due to loss mentioned above. Positive results from 2005 
led to increasing share on 21% in 2006. Last period showed high decrease on 2% 
proportion of total liabilities. 
Reserves from retained earnings and group result reported stable share on total 
liabilities in value 14% from 2007. The company could not cover reserves due to 
negative result in 2005 and this item had high negative value till 2006. 
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Share of long-term debts on total liabilities was decreased remarkably from 42% 
in 2005 to 16% in 2008 as well as proportion of short-term debts that went down from 
75% in 2005 to 24% in 2007. Nevertheless, it went up on 30% of total liabilities in 
2008. 
Long-term debts to banks had biggest percentage value 42% of liabilities in 2005. 
During following years, share was reduced on 7% although absolute value stayed 
unchanged. It could seem that the company decreased debs in 2007 but the corporation 
issued bonds to back up its activities. Proportion of bonds on total assets was 9% and 
8% in 2007 and 2008. 
Proportion of short-term debts on total liabilities had increasing tendency from 
1% in 2005 to 10% in 2007. There was small fall on 9% in following year. Accounts 
payable from supply of goods and services showed relatively stable share of 10% on 
total liabilities during given period.   
• Vertical Analysis of Income Statement  
Vertical analysis of income statement is done, as 100% is value of revenues. 
Items are listed in same order as in horizontal analysis of this statement.  
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Table 3.13 precedes vertical analysis of income statements and Graph 3.11 
pictures development of gross profit.  
Table 3.13: Vertical Analysis of Income Statemens in 2004 – 2008  
2004 2005 2006 2007 2008  
ths. EUR % ths. EUR % ths. EUR % ths. EUR % ths. EUR % 
Revenues 17,203 100 6,457 100 15,204 100 22,833 100 25,035 100 
Costs of Goods Sold 10,407 60 4,225 65 1,571 10 4,526 20 9,328 37 
Gross Profit before 
Depreciation of 
Games 
6,796 40 2,232 35 13,633 90 16,947 74 14,539 58 
Other Operating 
Income 1,540 9 2,004 31 816 5 678 3 1,423 6 
Distribution Expenses 5,700 33 3,417 53 2,920 19 4,608 20 4,985 20 
Administrative 
Expenses 3,031 18 2,319 36 1,318 9 3,565 16 3,434 14 
Other Operating 
Expenses 427 2 970 15 624 4 549 2 2,060 8 
EBIT before 
Restructuring -8,669 -50 -4,922 -76 2,572 17 3,026 13 1,978 8 
Restructuring Results 
-7,686 -45 -15,356 -238 -967 -6 -541 -2 0 0 
EBIT after 
Restructuring -16,355 -95 -20,278 -314 1,605 11 2,485 11 1,978 8 
Financial Results -1,093 -6 -345 -5 -195 -1 -914 -4 -972 -4 
Net Income -29,769 -173 17,345 269 2,006 13 20,107 88 1,005 4 
Source: Consolidated Annual Financial Reports of JoWooD Group. (45, 46, 47, 48, 49) 
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Gross Profit before Depreciation of Games Costs of Goods Sold
 
Source: Consolidated Annual Financial Reports of JoWooD Group. (45, 46, 47, 48, 49) 
Average turnover of JoWooD was EUR 17.346 mil. during given period. The 
highest revenues that it reached ware EUR 25.035 mil. in 2008 and the lowest one was 
EUR 6.457 mil. in 2006. 
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Share of costs of goods sold on sales was from 60% to 65% at the beginning of 
period. It was favourable reduced on 10% in 2005. Declining share of costs on sales 
was outcome of more efficient business operations. Proportion went up on 37% from 
2007. 
Gross profit before depreciation had 35% share on revenues in 2005. It went 
significantly up on 90% proportion following year. Increasing share of gross profit 
before depreciation on revenues was sign of improving business operations. This 
percentage decreased on 58% from 2007. 
Other operating income achieved the highest proportion 31% and importantly 
contributed to the company profits in 2005. Share of this item oscillated around 4% 
from 2006.  
Distribution expenses covered high 53% share of total revenues in 2005. This 
item kept constant 20% in following years. Proportion of administrative expenses on 
sales had similar values, in average 20%. 6% share of other operating expenses was 
lower comparing to other costs.  
EBIT before restructuring was negative for first two years. Corporation’s sales 
could not cover various expenses. It turned into positive numbers in 2006 although 
share had declining trend from 17% to 8% between 2007 and 2008. 
Restructuring results are in minus values till 2007 and this meaningfully reduced 
total income of JoWooD. The highest loss was recorded at the amount of                    
EUR –15.356 mil., i.e. -238%. Proportion of restructuring results on revenues was 
reduced on 6% in 2006 and it continued on 0% in 2008. 
 EBIT after restructuring was negative for first two years. In 2005, it was even 
EUR –20.278 mil. It showed stable proportion on revenues at 11% from 2006.   
Share of financial results on total revenues was negative for complete researched 
period because financial expenses exceeded income. 
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Net income did not have stable share on revenues. It was negative at the amount 
of EUR -29,769 in first year. Share of 269% and 88% was caused by high value of item 
named simplified capital reduction in 2005 and 2007. Share fell on 4% of total 
revenues in last period.  
3.1.2 Management’s Point of View  
Management of a company monitors profitability of operations and effective use 
of resources, so that it employs operational analysis, asset management and 
profitability. Results of JoWooD are compared with its close competitor, THQ, Inc. 
• Operational Analysis 
Operational analysis evaluates operations of a company. The indicators bring 
objective view on any tendencies towards improving or declining performance. In 
theoretical part, four ratios are explained. In practical application, the most important 
one is chosen – profit margin.  
Development of profit margin ratio is processed in Table 3.14 and Graph 3.12. 
Table 3.14: Operational Analysis Ratios in 2004 - 2008 
2004 2005 2006 2007 2008 
JoWooD THQ JoWooD THQ JoWooD THQ JoWooD THQ JoWooD THQ  
% % % % % % % % % % 
Profit Margin  -173 - 269 8 13 4 88 6 4 -4 
Source: Consolidated Annual Financial Reports of JoWooD Group. (45, 46, 47, 48, 49) 
              Consolidated Annual Financial Reports of THQ, Inc. (50, 51) 
















Source: Consolidated Annual Financial Reports of JoWooD Group. (45, 46, 47, 48, 49) 
              Consolidated Annual Financial Reports of THQ, Inc. (50, 51) 
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o Profit Margin  
This ratio is one of the key indicators for managers because it measures if it is 
worth to put their capital in risk.  
Average result of THQ, Inc. is 4%. Indicator showed -4% in last year. JoWooD 
recorded positive high profit margin from 269% to 88% after critical result –173% in 
2004. The percentage went down on 4% in 2008. JoWooD’s business recovered the 
cost successfully and generated reward to the owners. 
• Asset Management  
Asset management attends to measure the ability of corporate management to 
achieve the optimal use of invested assets as the best economic results. Therefore, it 
assesses the ability to use embedded assets.  
The results of the analysed activities are gathered in Table 3.15. Graph 3.13 
compares the period of turnover of accounts receivable and payable. 
Table 3.15: Asset Management Ratios in 2004 - 2008 
2004 2005 2006 2007 2008 
 
JoWooD THQ JoWooD THQ JoWooD THQ JoWooD THQ JoWooD THQ 
Asset Turnover 0.52 - 0.70 1.01 0.75 0.95 0.51 1.01 0.51 0.96 
Working Capital 
(ths. EUR / USD) 13,817 - -752 401,687 3,832 463,967 6,921 562,316 6,365 406,858 
Inventory 
Turnover 1.01 - 0.64 0.03 0.00 0.04 0.07 0.03 0.07 0.04 
Accounts 
Receiveble (day) 227 - 58 35 62 35 132 24 152 39 
Accounts 
Payable (day) 61 - 91 17 37 16 57 10 48 22 
Source: Consolidated Annual Financial Reports of JoWooD Group. (45, 46, 47, 48, 49) 
              Consolidated Annual Financial Reports of THQ, Inc. (50, 51) 
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2004 2005 2006 2007 2008 year
day
Accounts Receivebles - JoWooD Accounts Receivebles  - THQ, Inc.
Accounts Payables  - JoWooD Accounts Payables - THQ, Inc.
 
Source: Consolidated Annual Financial Reports of JoWooD Group. (45, 46, 47, 48, 49) 
              Consolidated Annual Financial Reports of THQ, Inc. (50, 51) 
o Asset Turnover 
This indicator assesses how many times the total assets of the company are turned 
in sales during one year.  
Obtained values for JoWooD were lower than 1 during given period. Results of 
THQ, Inc. oscillated around 1. Acquired numbers meant that assess are turned less than 
once for JoWooD or once for THQ into revenues within one year.  
o Working Capital 
This indicator, also known as a financial cushion, express surplus of current 
assets over short-term liabilities. From value of this indicator, it is possible to assess 
financial stability of a company. A stable corporation finances short-term assets by 
long-term funds. 
Results of this indicator ware in national currency of the companies. For this 
reason, findings could not be compared between each other. JoWooD recorded 
continuing increase of working capital. THQ, Inc. monitored considerable fall by USD 
0.155 mil. in 2008. 
o Inventory Turnover 
Inventory turnover ratio shows how many times each item of stock is sold and  
re-stored during one year.  
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Ratio showed same values for both corporations for last three years. Each item of 
inventory was less than once sold and re-stored during one year.  
o Accounts Receivable  
The aim of this indicator is to determine the average number of days, during 
which purchasers are in debts, i.e. number of days during which the collection of 
money for day-to-day sales retains in receivables. 
THQ, Inc. left in average 33 days to its debtors to pay invoices. Average 
collection period of JoWooD was unstable from 227 day in 2004 to 62 in 2006. This 
period significantly increased on 132 and 153 days in following years. It was very long 
period and is alerting that this time is getting longer. 
o Accounts Payable  
Accounts payable indicates how long the firm holds its payment to suppliers. This 
calculation is compared with accounts receivables. The ideal situation is, if the period 
of accounts payable is longer than the period of turnover for receivables.  
Average period varied between 10 and 22 days for THQ, Inc. and from 37 to 91 
days in case of JoWooD. Comparing to previous ratio, THQ, Inc. and JoWooD paid 
claims in shorter time than their debtors do.  
• Profitability I  
Many interest groups investigate these indicators. They are the most important 
parameters used to assess activity of a corporation. They record if invested resources 
are worth (profitability of invested funds). ROA stands at forefront of managers’ 
interest.  
Table 3.16 and Graph 3.14 summarize results of the analysis of profitability.  
Table 3.16: Profitability Ratios I in 2004 – 2008 
2004 2005 2006 2007 2008 
JoWooD THQ JoWooD THQ JoWooD THQ JoWooD THQ JoWooD THQ 
 
% % % % % % % % % % 
ROA -90 - 187 8 10 4 45 6 2 -3 
Source: Consolidated Annual Financial Reports of JoWooD Group. (45, 46, 47, 48, 49) 
              Consolidated Annual Financial Reports of THQ, Inc. (50, 51) 
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Source: Consolidated Annual Financial Reports of JoWooD Group. (45, 46, 47, 48, 49) 
              Consolidated Annual Financial Reports of THQ, Inc. (50, 51) 
o ROA 
It compares profit and total assets invested into business and measure the 
production power of an enterprise.  
ROA varied from 8% to 4% for THQ, Inc. from 2005 to 2007. Value was 
negative because of financial loss at the amount of USD -35.337 mil. in 2008. In 
JoWooD’s case, ROA showed more favourable results, especially at the beginning of 
researched period. It reached 187% in 2005. Although values ware higher than for 
THQ, Inc., there was apparent declining trend.  
3.1.3 Owner’s Point of View 
This interest group pays attention to profitability, dispositions of earning and 
market value of its investment. Profitability of JoWooD is chosen for further 
investigation. Gained findings are weighed against THQ, Inc.  
• Profitability II 
Profitability from owner’s point of view focuses on profitability of total 
ownership investment. Main indicator is ROE ratio, which is researched in following 
text.  
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Table 3.17 and Graph 3.15 gather the results of ROE indicator.  
Table 3.17: Profitability Ratios II in 2004 – 2008 
2004 2005 2006 2007 2008 
 
JoWooD THQ JoWooD THQ JoWooD THQ JoWooD THQ JoWooD THQ 
ROE (%) -283 - -1,056 11 19 5 77 8 0 -5 
Earning per Share 
(EUR / USD) -4.27 -  -2.35 1.07 0.10 0.55 0.09 1.05 0.37 - 0.53 
Source: Consolidated Annual Financial Reports of JoWooD Group. (45, 46, 47, 48, 49) 
              Consolidated Annual Financial Reports of THQ, Inc. (50, 51) 













Source: Consolidated Annual Financial Reports of JoWooD Group. (45, 46, 47, 48, 49) 
              Consolidated Annual Financial Reports of THQ, Inc. (50, 51) 
o ROE 
Indicator calculates the profitability of shareholders’ equity, which are owners.  
Values of this indicator showed similar results as in case of ROA for both. 
JoWooD exceeded THQ but there was decreasing tendency again in given period.  
o Earning per Share 
This ratio monitors performance of stock. Gained values of this indicator ware 
not compared between each other because of different national currencies of 
companies. Analysis is focused on development tendency of both corporations. 
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JoWooD had to face difficult financial situation that was reflected in earning per 
share in first two years. The organization recorded steep increase by EUR 2.45 from 
2006. The highest earning per share EUR 0.37 was reached in 2008. In THQ, Inc. 
situation was opposite. It showed nice earning per share at the amount of USD 1.07 in 
2005. The company had lower income and consequently value of earning per share 
decreased from 2006. THQ, Inc. closed financial year with loss of USD -36.850 mil in 
2008. Earning per share was also negative.  
3.1.4 Lender’s Point of View 
Lenders are interested in liquidity and debt exposure of a company in case of 
failure. In order to weight the position of lenders, liquidity ratios, leverage and debt 
service are researched more deeply. Results of THQ, Inc. are added.  
• Liquidity 
Liquidity analysis assesses the ability of a company to pay its current liabilities. 
Liquidity evaluates whether an organization is able to convert the property to the media 
that allow to pay its obligations. The indicators are divided according to liquidity of 
different part of current assets.  
Table 3.18 and Graph 3.16 show results of liquidity analysis. 
Table 3.18: Liquidity Ratios in 2004– 2008 
2004 2005 2006 2007 2008 
 
JoWooD THQ JoWooD THQ JoWooD THQ JoWooD THQ JoWooD THQ 
Current Ratio 1.75 - 0.89 4.32 1.67 4.14 1.65 3.85 1.43 2.41 
Quick Test 0.81 - 0.30 4.13 1.67 3.94 1.51 3.71 1.30 2.27 
Source: Consolidated Annual Financial Reports of JoWooD Group. (45, 46, 47, 48, 49) 
              Consolidated Annual Financial Reports of THQ, Inc. (50, 51) 
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2004 2005 2006 2007 2008 year
Current Ratio - JoWooD Current Ratio - THQ, Inc.
Quick Test - JoWooD Quick Test - THQ, Inc.
 
Source: Consolidated Annual Financial Reports of JoWooD Group. (45, 46, 47, 48, 49) 
              Consolidated Annual Financial Reports of THQ, Inc. (50, 51) 
o Current Ratio  
This indicator assesses the solvency of a corporation and sensitively reflects the 
composition of inventory and selected method of valuation of stocks. According to 
theoretical background, recommended value is 1.5.  
Results of these indicators for JoWooD ranged from 0.89 to 1.75 in given period. 
Declining tendency on lower values was evident from 2006. Result was under 
recommended value in 2008. It indicated on lack of current assets. THQ, Inc. recorded 
values from 4.31 to 2.31. The corporation held overly many current assets 
o Quick Test (Acid Ratio) 
This indicator of liquidity excludes stocks from current assets and measures the 
rest with value of current liabilities. Desirable value is 1. 
For JoWooD, indicator varied from 0.30 to 1.67 in given period. The organization 
approached the most to the suggested value in 2005. Result was favourable at least in 
following year. In case of THQ, Inc., similar values to previous indicator ware reached.  
According to theoretical background, it is suitable to examine relations between 
current and quick ratios. If value of current liquidity is significantly higher than value 
of quick ratio, it means that inventories have meaningful weigh in balance sheet.  
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Looking at the JoWooD’s results of liquidity investigated above, the conclusion 
is that the different between current and quick ratios was getting larger from 2007. It 
means that item of inventory shows annual growth. Inventory of THQ, Inc. kept small 
values during given period.  
• Debt Management / Leverage 
Problem is finding a balanced capital structure. Leverage raises profitability with 
employing debts into business. Using foreign resources seems as advantageous because 
their price is relatively lower compared with own resources but liabilities in business 
influence also riskiness  
Ratios evaluating capital structure are shown in Table 3.19. The development of 
foreign and own resources shows Graph 3.17. 
Table 3.19: Debt Management Ratios in 2004 – 2008 
2004 2005 2006 2007 2008 
JoWooD THQ JoWooD THQ JoWooD THQ JoWooD THQ JoWooD THQ 
 % % % % % % % % % % 
Debt to Assets 68 - 118 27 48 26 41 24 46 31 
Debt to Capitalization 29 - 172 12 27 10 23 6 23 5 
Debt to Equity 216 - -665 36 91 35 71 32 85 44 
Source: Consolidated Annual Financial Reports of JoWooD Group. (45, 46, 47, 48, 49) 
              Consolidated Annual Financial Reports of THQ, Inc. (50, 51) 











2004 2005 2006 2007 2008 year
%
JoWooD - foreign resources JoWooD - owen resources
THQ, Inc. - foreign resources THQ, Inc. - owen resources
 
Source: Consolidated Annual Financial Reports of JoWooD Group. (45, 46, 47, 48, 49) 
              Consolidated Annual Financial Reports of THQ, Inc. (50, 51) 
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o Debt to Assets 
The indicator measures the total debt and total assets. If its value is too high, 
lenders require higher interest rates because their risk is growing. Owners are in 
opposite situation. They want to use financial leverage and increase their profitability. 
For JoWooD at the beginning of researched period, value of this ratio was 68%, 
i.e. 68% of assets were financed from borrowed resources. Value of indicator climbed 
up to 118% in 2005. Reason for such high percentage was that company's equity was 
negative at the amount of EUR -1,642 mil. The corporation decreased its debts on 41% 
from 2007. Value of short-term debts was significantly increased and it caused rise of 
this indicator on 46% in last year. THQ, Inc. showed considerably lower proportion of 
debts to assets. The highest value was 31% in 2008.  
o Debt to Capitalization  
This indicator examines long-term debts to capitalization. Capitalization 
expresses residual part of assets after deducting current liabilities. 
JoWooD had higher results from 27% to 23% in last three years comparing to 
THQ, Inc. that reached values only from 10% to 5% in same period. It was because 
JoWooD had higher proportion of short-term liabilities than THQ, Inc. 
o Debt to Equity 
It is another alternative of debt proportion analysis. It compares total debts and 
shareholders’ funds.  
In case of JoWooD, values of this indicator ware very various. It ranged from 
216% to -665%. Negative value was result of negative shareholders' funds in 2005. 
Debts of the company exceeded equity 2,16 times at the beginning of given period. 
Ratio monitored declining tendencies from 91% to 75% from 2007. THQ, Inc. showed 
relatively stable values that ware in average 37%. Total debts never exceeded 
shareholders' funds. 
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• Debt Service  
This group of indicators is also directed to measure indebtedness of business. In 
particular application interest coverage is computed.  
Results of Debt Service analysis are gathered in Table 3.20 and Graph 3.18. 
Table 3.20: Debt Service Ratios in 2004 – 2008 
2004 2005 2006 2007 2008 
 
JoWooD THQ JoWooD THQ JoWooD THQ JoWooD THQ JoWooD THQ 
Interest Coverage 
-17 -  -4  - 6  - 3 -  2 - 
Source: Consolidated Annual Financial Reports of JoWooD Group. (45, 46, 47, 48, 49) 








2004 2005 2006 2007 2008 year
Interest Coverage
 
Source: Consolidated Annual Financial Reports of JoWooD Group. (45, 46, 47, 48, 49) 
o Interest Coverage 
Interest coverage shows how many times EBIT is higher than interest paid. It 
expresses the ability of a company to repay its debts.  
For JoWooD, ratio was negative due to negative EBIT for first two years. The 
company monitored high value because it reached relatively high EBIT and low interest 
paid in 2006. Value of this ratio was constantly decreasing because debts ware raised 
and consequently interest paid in following years. For THQ, Inc. values ware not 
computed because of lack of information (interest paid).  
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3.1.5 Potential for Business Failure 
From bonit / bankruptcy models that comprehensively assess the financial 
situation are selected Altman’s index of financial health (Z-score) and Index IN05. 
Their essence is that a certain weight is assigned to expediently selected indicators. The 
weight of each indicator is based on research among large number of organizations.  
Table 3.21 and Graph 3.19 give an overview of the values obtained for JoWooD. 
For THQ, Inc., values are not computed because of lack of information (retained 
earnings).   
Table 3.21: Ratios for Bonit / Bankruptcy Models in 2004 – 2008 
 2004 2005 2006 2007 2008 
Altman’s Index -0.64 -2.55 1.14 1.54 1.33 
Index IN05 -1.27 -1.94 1.32 0.94 0.74 
Source: Consolidated Annual Financial Reports of JoWooD Group. (45, 46, 47, 48, 49) 







2004 2005 2006 2007 2008 year
Altman’s Index Index IN05
 
Source: Consolidated Annual Financial Reports of JoWooD Group. (45, 46, 47, 48, 49) 
• Altman’s Index of Financial Health (Z-score) 
Altman's index measures probability of failure or illiquidity.  
JoWooD monitored negative score in first two years due to negative EBIT and 
retained earnings. It indicated high potential of failure. The score fluctuated between 
1.54 and 1.14 from 2006 to 2008. According to classification, these results meant „not 
sure“ probability of failure. Situation of such a corporation is characterised as neutral. 
The negative fact was gradual decreased from 2007.  
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• Index IN05 
This index is next from indicators of potential for failure. It is widely applied in 
Czech business environment because it is result of empirical analysis at Czech 
enterprises. This indicator is included to observe results of different bonito / bankruptcy 
models.  
Results of this indicator for JoWooD ware similar to previous model. After 
negative values in 2004 and 2005, there was sharp increase in 2006. The company 
reached 1.32 score and with this value was placed into neutral position. There was mild 
decreased in last year.  
3.2 Evaluation of Financial Analysis of the Company in 2004 - 2008 
This part of diploma thesis summarizes and evaluates finical situation of JoWooD 
from 2004 to 2008 as starting point for following proposals.  
Assets underwent many changes. Their value was EUR 9.280 mil. in 2005. The 
highest increase by 121% was made in 2006 and company’s assets exceeded value of 
EUR 40 mil. They climbed up to EUR 49.430 mil. by 2008. 
Non-current assets and current assets copied trend of total assets. During 
researched period, the corporation invested into non-current assets. Non-current assets 
covered more than 61% in 2007. Their value was also constantly rising because 
corporation’s activities directed to registered new brands. Due to business of the 
corporation, it is logical that goodwill and intangible assets had the biggest proportion 
on non-current assets. 
Value of current assets also increased but not as meaningfully as non-current 
assets. Current assets had minority proportion on total value of assets. Receivables from 
supply of goods and services ware the item with the biggest value from current assets 
for last two years. Also pace with which it growth is dangerous for future development.  
From examining liabilities, it was found that the company was indebted in the 
first years. Proportion of shareholders’ equity got over 50% from 2006. The corporation 
successfully reduced its debts in past years. 
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Shareholders’ equity was increasing from 2006. Meaningful raise was monitored 
in reserves from retained earnings and group results thanks to positive results. Share 
capital covered the biggest part of shareholders’ equity on total liabilities.  
The company used short-term debts to finance its activities. Short-term debts had 
bigger share on total liabilities than long-term debts. The horizontal analysis showed 
also increasing trend for short-term debts. Share of short-term debts ranged from 24% 
to 30% and proportion of long-term debts was 18% and 16% in last two years. 
JoWooD has two long-term loans from banks. In 2007, the company issued bonds 
with runtime till 2011. The company must be careful about its future repayments that 
will burden on its budget at same time.       
Income of the company ranged from EUR 25,035 mil. to EUR 6,457 mil. 
Although revenues showed constant growth, gross profit before depreciation did not 
monitor same rise. It was due to higher annual growth of costs of goods sold than 
revenues. JoWooD was not able to decrease costs of goods sold because it covered also 
high development expenses including amortization.  
EBIT before restructuring was negative in 2004 and 2005 because of high 
distribution and administrative expenses. Distribution expenses covered the biggest 
proportion from researched expansions and significantly reduced EBIT of the company.   
All restucturalization that JoWooD underwent significantly affected its results. 
EBIT after restructuring was negative till 2005. Restructuring expenses reached 
extremely high values because of acquisitions. EBIT after restucturalization had 
favourable results from 2006.   
JoWooD recorded negative net income at the amount of EUR –29.769 mil. in 
2004. The highest income was at the amount of EUR 20.107 mil. in 2007. Values of 
this item ware very different.  
Based on horizontal analysis of cash-flow statements, several characteristics ware 
identified. Average annual outflow from operating activities is EUR –0.555 mil. 
Negative values of cash-flow from investing activities ware evidence of investing into 
the organization and ware related to the development of business activities. 
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Next analysis studies the selected company from management’s, owner’s and 
lender’s point of view because different interest groups focus on various aspects of 
business. Gained data and results are compared with JoWooD’s close competitor, THQ, 
Inc. 
At forefront of management’s interest stand operational analysis, asset 
management and profitability. 
Operational analysis researched profit margin. Profit margin of JoWooD 
significantly decreased from 269% in 2005 to 4% in 2008. It showed on declining 
performance of the corporation, although results ware more favourable than for THQ, 
Inc. that monitored very low profit margin, in average 4%.  
Asset management examines five indicators to assess company’s ability of 
optimal using of assets.  
Asset turnover for JoWooD showed very low values because of high proportion 
of goodwill. THQ, Inc. recorded higher values. Inventory management is one of key 
issues in every business. Subject of enterprise was reason of very low values. Inventory 
covers development projects that are always long-term issue.  
Working capital could not be compared between companies because of different 
currencies. For this reason, only developing trend was studied. JoWooD constantly 
raised values of working capital. JoWooD created financial cushion that could be used 
in case of unexpected events. Values of THQ, Inc. ware stable in given period and 
financial cushion was generated as well.    
Average period of accounts payable outnumbered average period of accounts 
receivable for both companies. It signified that they provided trade credit to their 
suppliers, instead of using it. For JoWooD, results ware critical. Average period of 
accounts receivable became longer and average period of accounts payable shorter. 
JoWooD provided business loan of 104 days longer than it used itself. 
Managers are interested in ROA from profitability ratios because it evaluated 
production power. JoWooD monitored meaningful decreasing trend and showed low 
manufacturing productivity in last years. THQ, Inc. recorded even lower values.   
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Second interest group is owners, who are focused on profitability. Group of 
profitability ratios that are researched from this point of view are ROE and earning per 
share.  
Values of ROE for JoWooD and THQ, Inc. considerably decreased in last year. It 
meant that return of owners’ investments was also reduced. Indicator of earning per 
share recorded opposite evolution. Most favourable result for JoWooD was written 
down in last year. THQ, Inc. had negative earning per share because of financial loss in 
2008.  
Last interest group that is closely linked with business performance is lenders. At 
centre of their attention are liquidity, debt management and debt service.  
In case of JoWooD, current ratio from liquidity analysis showed declining trend 
because of raising short-term debts. Result was little lower than suggested value in last 
year.. THQ, Inc. had too high values comparing to recommendation. The company kept 
too much current assets. Quick test proved that JoWooD had enough moneyed 
resource. THQ, Inc. held too much cash. 
Debt management measures debts to assets, debt to capitalization and debt to 
equity. From results of these three ratios, there were several findings. JoWooD was in 
debt from more than 40% for last three years. JoWooD employed leverage to raise its 
profitability. THQ, Inc. recorded lower proportion of debts.     
Interest coverage is an indicator from group of debt service that is used to assess 
the ability of a company to pay its debts. Lowering values showed that JoWooD lost 
ability to pay its debts. It was not reached even recommendation in last year. 
Based results of bonit / bankruptcy models that composed from Altman’s Index 
and index IN05, the company was in neutral position for last three years. It can be 
concluded that the organization had financial problems but did not lead to bankruptcy. 
From these models cannot be judge, in which financial area a corporation had troubles.  
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After processed financial analysis, it may be conclude that JoWooD is in neutral 
financial position. Several issues of potential problems are detected. From the point of 
view of first interest group, it can be highlighted that period of accounts receivable is 
extremely long. It showed on improper customer relationship management. The 
company records lower profit margin and profitability. There are no alarming findings 
for second group. Last group should pay attention on interest coverage that was under 
recommended value and consider debt management. 
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4 Proposals and Recommendations 
JoWooD is a prosperous and stable company. The purpose of this chapter is to 
offer incentives and elaborate proposals that would bring JoWooD further success. 
Processed financial analysis showed on particular problems with growth of period 
of accounts receivable, fall of profitability and inadequate value of interest coverage.  
After considering all options, proposal for reducing period of accounts receivable 
is provided. Suggestion of Internet marketing is designed with intention to illustrate 
possibility how to rise profitability and develop marketing that was identified as 
weakness. Additional recommendations are provided. 
4.1 Reduction of Accounts Receivable  
The company monitors increasing value of receivables from supply of goods and 
services. At the same time, this trend copies rise of total assets of the company. 
However, negative finding is that average period of accounts receivable becomes 
longer.  
Problem of high volume of accounts receivable is given by character of 
customers. In most cases, purchasers are big international corporations that have strong 
position at market, dictate conditions of contracts and demand long-time expiration of 
claims. Consequently, bad debts arise to a subordinate vendor.  
Some suggestions how the company may decrease period accounts receivable are 
following. It should be noted that it is very difficult task, especially in days of 
economical crisis.    
JoWooD has an overdraft account at an innominate bank. Recently the company 
started using factoring services at the same bank institute that provides 80% credit from 
value of supply.  
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4.1.1 Reduction of Collection Period 
JoWooD, as well as many others companies, provides postponement of payments 
to its customers, in other words - trade credit.  
The company would lose many purchasers without this possibility. Trade credit is 
unavoidable prerequisite how to survive in today’s competitive environment. 
Therefore, that credit policy should run in every business. Accounting and finance 
department that is in charge of encashment stands in conflict with sales department 
sometimes. Task of sales department is to attract and get new customers that require 
more and more favourable conditions. Finance department monitors if a customer pays 
and in case of non-payment, it have to be able to react quickly. (2) 
In order to avoid irrecoverable claims, it is suitable to evaluate credibility of 
customer before signing a contract. It can be done by easy checking, referencing or 
more expenses methods – rating. (2) 
In case of JoWooD, it can be suggest putting more effort on prevention. It is less 
expensive than subsequent solving problems that emerge. Employees in finance 
department should try to collect money in the possibly shortest time. It exists more 
options how to reduce collection period. Not all of them are suitable to use with respect 
to business position. 
• Sanction for Delayed Payments  
This method is not always effective. Imposing sanction leads to conflict with 
customers. A company may lose orders. In respect to the subject of enterprise of 
JoWooD, this approach is hardly implemented.  
• Preferential Terms for Payments before Due Date  
One of motivation tool for purchasers to pay before due date is allowing of a cash 
discount from value of receivables. A debtor has change to pay less than his whole debt 
represents, as long as he pays before the end of loan period. The height of an offered 
cash and loan period should be based on calculation of costs on principle net present 
value, taking into account the cost of providing alternative sources of funding. (13) 
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In connection with providing a cash discount, question of height of the offered 
cash discount and loan period arises. For an enterprise, providing the cash discount, 
should apply principle that value of supply after deducting the cash discount and 
charging interest of costs of capital should be equal or greater than value of original 
(whole) supply, i.e. 
HDs * (1 +it) > HD 
where: HDs = value of supply after deducting a cash discount, 
it = cost of capital (alternative source of funding) calculated on loan period in 
index number, 
HD = value of original (whole) supply. (13) 
Value of supply after deducting a cash discount is determinated from formula: 
HDs = HD * (1- is) 
where: is = a cash discount rate in index number. (13) 
Loan period can be counted from following formula: 
T = 360 * is / ik * (1 – is) 
where: T = number of days on which a cash discount is provided 
ik = annual costs of capital in index number (i.e. costs of alternative short-term 
source of funding). (13) 
If JoWooD wants to apply this method, it has more possibilities. JoWooD can 
offer tree various heights of a cash discount rate based on loan period. Particular 
example follows. 
“2/15 netto 45” means a purchaser will get 2% discount, if he pays debt within 15 
days. If within 45 days, he will pay whole value of supply. Possible height of discount 
differs according to loan period. The longer period is, the lower discount is offered.  
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This approach directs to increase of accounting costs. From this point of view, it 
is necessary to consider how many discount rates should be provided. The company 
needs to take on account that more discount rates make accounting complicated.  
In order to avoid this undesirable fact, it is suitable to use a widely applied system 
of loyalty discounts. It can be provided discount at height of 2%, if a purchaser pays his 
debts within 15 days for period of six months. After this period, it can be automatically 
issued invoices with discount 2%. In case of practical application of this proposal, it is 
essential narrow examination of payment discipline. It is recommended to put clause 
about possible discount into contracts.  
4.1.2 Customer Relationship Management 
Many authors are engaged in customer relationship management. Vozňáková 
inspires this proposal. (21) 
Main goals of credit management (credit policy) are to choose between activities 
pointing to increase of sales, logical receivables, and actions directing to raising funds. 
Three principles meet credit policy:  
− maximize sales, 
− clear rules of credit policy and adherence, 
− appreciation of strategic objectives of the business. (21) 
Task of credit policy is to set conditions, when trade credit can be offered, 
determine the minimum requirements for creditworthiness in terms of credit risk and 
approach to the collection of receivables. (21)  
At the beginning, the corporation is supposed to have detailed information about 
customers. Every organization should have a particulate register of purchasers with 
appraised available information about their position, revenues, position at market and 
expenses put in satisfaction of their orders. The key principle of monitoring credibility 
of customers is to find costs that are linked with an individual customer. Costs on a 
customer are spending that occure in whole process. (21) 
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Following process is designed to JoWooD. Management of the corporation will 
define field of problems and point an employee who will suggest conditions of register 
and encashment. Common mistake is to point a bookkeeper. If the company does not 
have a proper person with ability of affective communication, an external consultant 
can be hired. Both management and the selected employee will specify time schedule. 
(21) 
According to suggestions of the employee, conditions are defined. Concrete 
weight is assigned to each criterion. Based on acquired evaluation, purchasers are 
placed into classes. Classes differ in contribution for business. Three main groups are 
nominated. Name of the group corresponds to the contribution. (21) 
• Golden customers 
This group brings the highest earnings. Customers are greatly appreciated 
because of high value of net income and low expenses. They purchase big volume of 
goods or services and are willing to share important information about their business. 
Applied tactic in this segment is oriented to building strong business relationship that 
ensures advantages to a purchaser and he will abandon replacement of a supplier. Aim 
of the corporation is to make higher volume of sales to these customers and control 
expenses at same time. (21) 
At centre of attention in case of golden customers stand their position in sector 
(development, main tendencies, government interventions and external factors), 
management, legal and other events, capital structure, etc. (21) 
• White customers 
White customers would bring higher earnings, if the company reduced costs in 
process of customer management or increased sales without proportional raising 
expenses. (21) 
Apart financial information, it is necessary to monitor management (experiences 
and skills of employees), history, negative information from external environment, etc. 
(21)  
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• Black customers 
Observing these purchasers should be done with enormous deliberation. It is 
suitable to find out whether it is possible to raise sales or reduce expenses and verify, if 
it is worth to continue collaborating with these customers in future. In case of this 
group, it should be focused on external information and willingness to co-operate. (21) 
Schema 4.1 represents dividing customers into groups according to contribution 
for business. Purchasers differ in net income and costs for an enterprise. This reality 
emerges from the fact that customers buy goods in various structures and each product 
has different profit margin.  
Schema 4.1: Matrix of Profitability according to Contribution for Business 



























Source: VOZŇÁKOVÁ, I. Efektivní řízení pohledávek, p. 46. (21) 
Last step in credit policy that must not be forgotten by JoWooD is evaluation of 
results. At the same time, it is necessary to follow development of company’s goals, 
trends in branch and of course modify given methodology. Importance of criteria is not 
given objectively, but it depends on values of an enterprise, that are reflected in 
selected goals and applied strategy.  
Increasing collection period of accounts receivable and its current duration is very 
serious problem that may have crucial impact on JoWooD. It is extremely important to 
take some steps against it. Proposal of reducing of collection period and different 
customer relationship management are possible solutions how to reduce accounts 
receivable and their period. Advantages of suggested methods lie in affectivity and are 
without additional costs comparing to factoring services that can be costly due to 
charge fees and interests. 
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4.2 Internet Marketing  
Lower profitability was recorded in last year. In order to survive in current 
conditions and ensure future development, the corporation should focus on raise of 
sales. Growing sales go with effective marketing hand in hand.  
JoWooD is a world famous publisher of entertainment software for all existing 
gaming consoles. People who buy its products are in connection with information 
technology. This fact plays up to internet marketing that uses new technologies rather 
than traditional media.   
Internet marketing is actually a broad term that encompasses any activity of 
promotion and advertising of a product or a service online. Marketing strategies include 
search engine optimization (SEO) and search engine submission, copywriting that 
encourages site visitors to take action, websites design strategies, online promotions, 
reciprocal link building, email marketing, etc. (31) 
Websites are a basic element for useful Internet marketing campaign that needs to 
be propagated by proper activities, i.e. Internet advertising and SEO. (31) 
• Web sites 
Today’s possibilities of Internet presentation are almost unlimited and are able to 
fulfil many functions comparing to traditional ways. Attractive websites surely increase 
profitability, i.e. selling products online does not make additional costs on storage and 
distribution. 
JoWooD as well as many other companies uses websites for its presentation. 
Design, logical structure of interconnected web pages, highlighted titles, etc. make 
them attractive. Websites have three main folders that are designed to meet various 
needs of users, i.e. Gamers, Investors and Distribution. Each folder has many other 
subsections. Users can switch language from German to English. 
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The company perceives how important Internet presentation is. Although 
JoWooD put a lot of effort, websites lack some popular gadgets. The organization 
should focus on these and consider employing of modern tools for creating websites 
instead of traditional old-fashioned way. 
Modern tools for running websites are rich Internet applications (RIA) that enable 
administration of websites, running e-shop or creating web design. In addition, they 
offer possibilities of language mutations. RIA gives space for wide using and adding 
various gadgets that are attractive for site visitors. (35) 
It is deployed across browsers or desktops so it provides users friendly 
environment. Next advantage is possibility to connect it through enterprise resource 
planning system so it can be employed in all subsidiaries across countries. Vendors of 
these software programs are Adobe XDP, AltioLive, DreamFactory and Isomorphics. 
(35) 
Following part deals with suggestions for more attractive websites. 
o Really Simple Syndication (RSS) 
Between audiences, RSS has widespread use. It is a way to easily distribute a list 
of headlines, updates and sometimes content to a wide number of people. RSS keeps a 
company in communication with audiences so they need not to visit websites regularly 
and cannot miss important news. If the news catches their attention, they will click 
through and read the article. (42)  
Undemanding computer programs are used to organize those headlines and 
notices for easy reading. These software are usually available for free, e.g., 
FeedReader, Omea Reader or RssReader. (28, 34, 38) 
JoWooD informs customers by emailing a monthly newsletter. Weakness of this 
approach is that the email may be recognised as an unsolicitated email and be sent into 




Demo or trial version of software, which is freely distributed, either without some 
of the critical functions or is programmed to work only for few days after the first run. 
(26) 
JoWooD provides only screenshots on its websites. A customer has chance to 
play a chosen game, but he has to be a member of proper gaming server where enter 
fees are required and many demos are available. Due this fact, it seems contra-
productive. JoWooD’s games are exposed competition and not many people are willing 
to pay just for one try. It can be recommended to provide demo right on JoWooD’s 
websites. A potential buyer would surely appreciate free trial while browsing. 
o Language Mutations 
Although JoWooD operates internationally, it provides only two language 
mutations of its websites. New foreign markets represent high sale potential, especially 
Spanish market including South America. If a corporation wants to get closer to its 
customers, it needs to adjust their needs, habits and environment. From this point of 
view, it would be very effective to present websites in languages according to countries 
where the corporation is. RIA gives opportunity to administrate websites according to 
particular needs of region.  
o Search box 
A favourite function, that makes searching on websites faster, is a search box. A 
user types a term into a search box and after short while all texts from websites that 
include the term are listed below. This function is convenient for the part of population 
who knows what they are looking for, but do not know where to find it. They 
appreciate especially pace of searching. This function is missing on JoWooD’s 
websites. 
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• Internet Advertising 
Suitable Internet advertising methods that can be recommended are pay per click 
advertising (PPC) and banner ads. 
o PPC 
PPC is an Internet advertising model in which the advertiser pays fee each time to 
his host only when a user clicks on his advertisement and goes to his site. The 
advertiser decides how much he pay per click and this bid determines his position in 
results of search engines. The aim of this technique is to attract people to visit websites 
and their subsequent conversion into purchasers. This is interactive, results-oriented 
method compared to paying for just the placement of a banner ad. (5) 
Qualities of PPC bring many reasons why to employ this advertising method in 
JoWooD. Apart efficient promoting campaign, it is a useful tool that provides very 
accurate measurements and statistics because the advertiser can research which search 
engines send him most site visitors. It facilitates administration of advertising 
campaign, e.g. editing text.  
o Banner ads 
A banner ad is an image shown on web pages, usually third parties. It is designed 
in a form of buttons, pop-up pages or text advertisement. Size of a typical banner is 
468 × 60 pixels. The objective of the ad is to raise awareness of the company or its 
product and attract a user to visit web pages. It is paid per thousand views, cost per 
thousand. (5) 
Although sometimes banner advertising is questioned because it seems 
inefficient, this method can be useful for promoting JoWooD and its games. Banner ads 
show good results especially when a new product is launched at market. Recently 
JoWooD introduced a new game, named Yoga. In respect to fact that prices for banner 
advertising dropped, this way of promoting seems appropriate. Nevertheless, JoWooD 
should consider selection of proper websites, i.e. which websites are visited by people 




Almost 100% of Internet population use search engines such as Google to find 
websites. In respect to this fact, SEO is an integral part of a successful Internet 
marketing campaign. It is process of increasing number of visitors to websites. It helps 
to ensure that a site is accessible to a search engine and improves the chances that the 
site will be found by the search engine. The higher website rank in the results of a 
search, the greater chance that site is be visited by a user. (5)   
SEO is broad process concerning many areas of activities. SEO extends to 
Internet advertising (PPC and banner ads). So it requires setting comprehensive strategy 
and compiling an executive team or it can be commissioned to one of many marketing 
agencies. (5) 
It also concerns link building that is one of the most important factors in getting 
top placements on the major search engines.  
o Link Building  
Link building, reciprocal link exchanges, is meaningful part of SEO. All modern 
search engines evaluate the quality of websites according to how many reciprocal links 
direct on them. Quality and value of such links also matter, in particular their 
localization, form and content. Link building consists of several main parts, e.g.:  
− registration in catalogues and search engines, 
− exchange links with other websites,  
− participating in discussions and forums, 
− writing articles for online magazines. (5) 
However complicate or expensive process SEO is, it hides also less difficult tasks 
like link building. It would be suitable to point one of JoWooD’s employ and make him 
responsible for this. It could be start of JoWooD’s SEO campaign. It should be noted 
that link buildings also requires collecting of feedback. 
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Goal of these proposals is to introduce new marketing strategy. Internet 
marketing is chosen as proper method because of its advantages. It is relatively 
inexpensive method comparing to the ratio of cost against the reach of the target 
audience. A company contacts wide audiences for a small fraction of traditional 
advertising budgets. Internet marketing is a source of exact statistics and analysis that 
bring key information for decision-making.  
4.3 Other proposals  
Other proposals address the issue of company's presence at Czech market, debt 
management and financial analysis. 
4.3.1 Presence of the Company at Czech Market 
JoWooD entered at Czech market through a distribution network Dynamic 
Systems, s.r.o. in 2008.  
Dynamic Systems, s.r.o. is a subsidiary of international distribution network 
Dynamic Systems. The company supplies entertainment software of different 
publishers into AHOLD Czech Republic, a.s. MAKRO Cash & Carry ČR, s.r.o. and 
many others supermarkets or shops. It is also possible to use its websites and buy 
various games. (27) 
In respect to the fact, that JoWooD is a new company at Czech Republic, it would 
be useful to highlight its presence at this country. Several promotion actions are 
offered.  
• Point of Purchase / Point of Sale Advertising  
Point of Purchase (P.O.P.) and Point of Sale (P.O.S.) advertising is popular way 
of promotion goods.  
P.O.P. refers to promotional materials that are strategically placed to attract 
attention and expand product presence to stimulate customer purchases in a store. 
P.O.P. aids the consumer in making an informed choice. (43) 
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P.O.S. materials are normally available at the checkout counters where the final 
sale is happening and where the shopper actually pays for purchases. It acts as a 
reminder to him that he might forgot the product. P.O.S. triggers more impulse 
purchases. (43) 
This kind of advertising seems very suitable for JoWooD products. Heroes from 
its games create wide spectrum of possibilities to design interesting and original P.O.P. 
and P.O.S. materials.  
• Public Relations 
Public relations are included into promotional activities of a corporation or a 
product. Activities include helping the public to understand the company and its 
products. Often, public relations are conducted through the media that is newspapers, 
television, magazines, etc. (24) 
It can be suggested to hire an external consultant due to language barriers for 
period of one year. It is suitable to publish three articles during one month and send 
them to a media. The right media requires careful consideration. Magazines and 
Internet servers focused on same issue are suitable. It should be well known magazines, 
Internet servers with high attendance and top position on search engines, especially 
popular Czech search engines. More aspects need to be taken on account. Possible 
magazines and Internet servers are in Table 4.22.  
Table 4.22: Proposal of Suitable Magazines and Internet Servers 
Magazine Internet Server 
Level http://bonusweb.idnes.cz/PC/  
Score http://www.recenzeher.eu/ 
Pixel http://www.hrej.cz/ 
Source: Own studies based on Bonus web, Hrej!, Periodik and Recenze her. (25, 29, 36, 37) 
• Increase Number of Distributors 
Dynamic Systems, s.r.o. also ensures an e-shop for its business partners beside 
distribution their products into traditional stores. 
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JoWooD can consider enlarging of network of Czech distributors who run           
e-shops because it would facilitate availability of JoWooD’s products at Czech market 
and potentially bring higher sales. At the beginning, it is necessary to define selection 
criteria. One of them should be high attendance and top position in search engines. 
Proposal of three suitable distributors is following: 
− http://www.supergamer.cz (39) 
− http://www.hrypc.cz (30) 
− http://www.hry-presto.cz (31) 
Group of these suggestions is oriented to raise awareness about JoWooD at Czech 
Republic and consequently acquire new customers and build strong position for future 
strategic enlarging into next Central-eastern European countries.  
4.3.2 Debt Management 
In financial analysis of debt management, it was identified that JoWooD used 
foreign capital as many other companies. Debt to assets ratio was over 40% from 2006. 
The corporation employs foreign funds to effectively raise profitability.  
JoWooD has two main loans. AWS loan at the amount of EUR 1.583 mil. and 
Exportfonds loan at amount of EUR 2.196 mil. The organization issued bonds at value 
of EUR 3.948 mil in 2007. Repayment of AWS loan has to start in 2015 at the latest 
and repayment of Exportfonds loan in 2010. Runtime of issued bonds end at July 2011. 
From analysis of those loans, it is evident that from 2011 the organization will 
repay AWS loan and bonds at same time. From 2015 at latest, instalment of 
Exportfonds loan will be added. It is important to advise the management of monitoring 
cash-flow and making reserves repayments. 
4.3.3 Implementation of Financial Analysis 
Financial analysis is useful management tool that is used to monitor any 
tendencies and trends in financial area in order to fast reply on possible changes. 
JoWooD carries on this tool once in year and compare only two years.  
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Year is short-time interval that cannot help to indentify upcoming problems or 
financial difficulties in time. Financial analysis of two years does not reflect 
development of selected item properly and following prediction of future trend comes 
out on misleading data. Results are presented to sale departments and board of 
directors. 
It is suitable to evaluate financial situation more often than once a year and it 
would be inefficient to calculate financial situation at the end of year. Financial analysis 
should be carried out during the year and more often. According to theoretical 
backgrounds, three years and more need to be researched. 
It can be proposed implementing of financial analysis quarterly and monitoring of 
three years. JoWooD should focus on the most important areas, e.g. sales, cost of 
goods, receivables from supply of goods and services and accounts payable from the 
supply of goods and services, etc. For precise evaluation of financial situation, 
complete financial analysis can be done in sixth-months interval. It is suitable to cover 
analysis of expenditures and incomes. Managers of other departments should be 
familiarized with findings of made financial analysis. Based on better knowledge of 
organization’s situation, they can run the company more effectively.  
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Conclusion 
Presented diploma thesis evaluates financial position of JoWooD, a world leading 
game software publisher, from 2004 to 2008. The aim of this assignment is to assess 
financial situation and bring in proposals for its improvements.  
First part of the work process theoretical background that is based on modern 
publications and summarizes new findings in area of financial analysis. World and 
Czech resources ware employed for elaborating this section. It may be said that Czech 
literature provides many materials about traditional indicators, e.g. profitability, 
liquidity or asset management including recommended values. It also covers 
bonit / bankruptcy models more deeply. On the other hand, foreign literature introduces 
various market ratios and research a company from point of view of different interest 
groups.  
Next chapter focuses on the company and its environment. JoWooD was 
established in Vienna in Austria. Now, it has subsidiaries around Europe and recently it 
enters into North America market by acquiring of DreamCather, Inc. and Latin 
America by establishing JoWooD Mexico, S.L. JoWooD offers adventure, casual and 
mobile games. It is a multiplatform publisher. Its close competitors are Activision 
Blizzard, Inc. and THQ, Inc. Challenging opportunity seems building social community 
from fans.  
Analytical part researched financial situation of the company. JoWooD undergoes 
dynamical changes. The company invests mainly into intangible assets and goodwill 
that is given by subject of enterprise. Costs of goods sold have higher annual growth 
than revenues. It reduces excessively gross profit. This problem results from high value 
of development expenses. All restructurings, that JoWooD did, ware very costly and 
significantly affected incomes. 
According to bonit / bankruptcy models, JoWooD’s financial situation is neutral. 
Next approach examines the corporation from viewpoints of management’s, 
owner’s and lender’s. Results are confronted with THQ, Inc.  
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From management’s point of view, it is identified that JoWooD have improper 
customer relationship management that leads to increasing accounts receivable. 
Decreasing profitability was recorded. From owner’s point of view, any unfavourable 
findings are discovered. From lender’s point of view, it can be said that JoWooD 
employs leverage and rises profitability. Interest coveraga is under recommended value. 
Following part with suggestions and recommendations is aimed at different 
customer relationship, internet marketing and debt management. 
First group of suggestions is focused on problems with purchasers and their 
worsening payment morale and increasing average collection period. Proposal suggests 
implementing of cash discount. Vozňáková invented another approach. It is 
recommended to divide suppliers into three groups according their contribution for 
business. It is necessary to define suitable conditions for each group. 
Goal of next proposal is to raise sales and consequently profitability. The key is 
Internet marketing based on well-done websites. In order to achieve this, it is 
appropriate to implement one of suggested RIA. Proper possibilities of suitable 
promotion are following. Internet advertising (PPC, banner ads) and SEO are offered. 
JoWooD operates at Czech market but awareness of its products is negligible. 
Next recommendation considers possibilities how to strengthen its position at Czech 
market. Other proposals outline different debt management and suggest implementing 
of financial analysis.  
Shown proposals are designed to be maximally effective and at the same time 
easily implementable. Purpose of these suggestions is to illustrate options that would 
lead to improve of financial and economic situation of JoWooD. Stated objectives of 
the assignment are fulfilled. Areas for further studies that can be recommended are 
human resources management, strategic enlargement into Eastern European countries 
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Appendix. 1: Balance Sheet of JoWooD Group 
 
2004 2005 2006 2007 2008 










 ASSETS 33,255 9,280 20 182 44,599 49,430 
A. Non-current Assets 950 3,043 10,595 26,997 28,114 
A.1. Intangible Assets 440 136 7,081 13,120 13,724 
A.2. Goodwill 35 - 1 10,072 10,072 
A.3. Tangible Fixed Assets 475 86 101 178 165 
A.4. Deferred Tax Assets - 2,821 3,405 3,620 3,653 
A.5. Financial Assets - - 7 7 500 
B. Current Assets 32,305 6,237 9,587 17,602 21,316 
B.1. Inventory Merchandise 17,375 4,137 0 1,487 1,823 
B.2. Receivables from the Supply of Goods and Services 10,867 1,045 2,630 8,402 10,566 
B.3. Receivables from the Affiliated Companies - 732 86 0 0 
B.4. Other Accounts Receivables 1,188 76 400 382 1,472 
B.5. Cash on Hands and in Banks 671 196 6,470 7,114 7,260 
B.6. Financial Investments 1,974 - 0 24 0 
B.7. Prepaid Expenses and Differed Charges 230 51 1 193 195 
 LIABILITIES 33,255 9,280 20,182 44,599 49,430 
A. Shareholders’ Equity 10,513 -1,642 10,579 26,096 26,665 
A.1. Share Capital 30,089 13,922 20,865 19,150 19,150 
A.2. Capital Reserves 13,517 595 4,141 890 890 
A.3. Own Shares -63 -23 -23 - 0 
A.4. Reserves from Retained Earnings and Group Results -33,030 -16,136 -14,404 6,042 7,036 
A.5. Currency Conversations - - - 11 -419 
A.6. Minority Interests - - - 3 8 
B. Long-term Debts 4,254 3,933 3,848 7,822 7,814 
B.1. Long-term Debts to Banks 3,989 3,771 3,736 3,779 3,688 
B.2. Long-term Provisions for Social Capital 265 162 112 95 116 
B.3. Bond 0 0 0 3948 4,010 
C. Short-term Debts 18,488 6,989 5,755 10,681 14,951 
C.1. Short-term Debts to Banks 4,999 72 1,255 4,424 4492 
C.2. Accounts Payable from the Supply of Goods and Services 2,897 1,640 1,575 3,586 3,310 
C.3. Accounts Payable from the Affiliated Companies - 1,332 42 0 3,486 
C.4. Other Accruals 5,419 2,224 2,061 1,606 2,148 
C.5. Other Liabilities and Differed Income 5,173 1,721 822 1,065 1,515 
Source: Consolidated Annual Financial Reports of JoWooD Group. (45, 46, 47, 48, 49) 
  
Appendix 2: Income Statement of JoWooD Group 
 
2004 2005 2006 2007 2008 










1. Revenues 17,203 6,457 15,204 22,833 25,035 
2. Standard Provisions for Returns - - 0 -1,359 -1,169 
3. Net Revenues - - 15,204 21,474 23,866 
4. Cost of Goods Gold -10,407 -4,225 -1571 -4,526 -9,328 
5. Gross Profit before Depreciation of Games 6,796 2,232 13,633 16,947 14,539 
6. Depreciation of Games -7,846 -2,453 7,016 -5,876 3,595 
7. Gross Profit after Depreciation of Games -1,050 -220 6,617 11,071 10,944 
8. Other Operating Income 1,540 2,004 816 678 1,423 
9. Distribution Expenses -5,700 -3,417 -2,920 -4,608 4,985 
10. Administrative Expenses -3,031 -2,319 -1,318 -3,565 3,434 
11. Other Operating Expenses -427 -970 -624 -549 2,060 
12. EBIT before Restructuring -8,669 -4,922 2,572 3,026 1,978 
13. Restructuring Income 0 4,175 736 0 0 
14. Restructuring Expenses -7,686 -19,531 -1,704 -541 0 
15. Restructuring Results -7,686 -15,356 -967 -541 0 
16. EBIT after Restructuring -16,355 -20,278 1,605 2,485 1,978 
17. Financial Income - - 243 270 188 
18. Financial Expenses - - -438 -1,184 1,161 
19. Financial Results -1,093 -345 -195 -914 -972 
20. Results from Ordinary Operations -17,449 -20,623 1,410 1,572 1,006 
21. Taxes on Income -12,317 2,479 575 875 -5,578 
22. Results from Continuing Operations -29,766 17,345 1,985 2,445 1,000 
23. Results from Discounted Operations - 0 21 0 0 
26. Group Result before Minority Changes and Changes to 
Reserves for Contingencies 
- -18,144 2,006 2,406 1,000 
27. Simplified Capital Reduction - 35,489 - 17,697 0 
28. Minorities -3 - - 4 5 
29. Net Income -29,769 17,345 2,006 20,107 1,005 
Source: Consolidated Annual Financial Reports of JoWooD Group. (45, 46, 47, 48, 49) 
  
Appendix 3: Cash-flow Statement of JoWooD Group  
 
2004 2005 2006 2007 2008 










 Annual Earnings before Interest and Income Taxes -16,355 -20,278 1,626 2485 1,978 
 Minorities - - - - -5 
- Capital Increases Costs, P+L Condensed - -411 - - - 
+ Interest Received 60 158 247 270 188 
- Interest Paid -1,154 -503 -441 -1,184 -1,161 
- Cost of Funds - - -458 -251 - 
- Income Tax 139 -343 575 875 -6 
+ Depreciation of Assets 2,540 422 93 134 108 
+ Expenses for Stock Options Program - - 118 - - 
+ Losses from Disposal of Fixed Assets -48 368 - - 129 
- Debt Releases - 3,503 30 - - 
 Cash-flow before Working Capital Changes -14,818 -24,090 1,790 2,329 1,232 
+ / - Increase / Decrease of Deferred Tax Assets -91 - -584 -214 -34 
+ Deprecation of Games - - 7,453 5,876 3,642 
+ / - Changes of Inventories -2,690 13,239 58 -469 -336 
- / + Increase / Decrease of Accounts Receiveble  -4,229 10,203 -1,264 -3,251 255 
- / + Increase / Decrease of Deferred Tax Assets -112 178 51 -34 -2 
+ / - Increase / Decrease in Reserves for Social Funds 22 -102 -51 -17 21 
+ / - Increase / Decrease of Other Provisions 3,081 -3,195 -163 -1,054 542 
+ / - Increase / Decrease of Accounts Payable 891 4.447 -491 -407 -276 
+ / - Increase / Decrease of Other Liabilities  2,272 -1,244 -899 -690 451 
 Cash-flow from Operating Activities -15,674 -564 5,900 2,069 5,496 
- Payments for Asset Additions -552 -60 -86 -48 -60 
- Investment in Game Title - - -4,989 -6,111 -4,956 
- Payments for Securities of Assets  -1,974 - -8 -35 -504 
- Acquisition of DreamCatcher Inc. - - - 1,407 - 
- Investment in Holding - - - -57 -28 
 Cash-flow from Investing Activities -2,526 -60 -5,083 -4,845 -5,548 
+ Deposits of Equity Capital 9,010 - 10,371 22 0 
+ / Amortisation / Appreciation Goodwill - - 0 1 0 
+ / Borrowings / Repayment of Short-term Debts to Banks 3,527 368 1,183 -412 68 
+ Deposits of Long-term Liabilities - - 0 3,857 62 
- Repayments of Long-term Liabilities -3,964 -219 -6,281 - -91 
+ Correcting Regarding the Scope of Consolidation - - 184 -21 0 
 Cash-flow from Financing Activities 8,573 149 5,457 3,447 38 
 Changes of Financial Resources -9,627 -475 6,274 671 -13 
+ Financial Resources at the Beginning of Period 10,298 671 196 6,470 7,115 
- / + Currency Conversation - - - -26 159 
 Financial Resources at the End of Period 671 196 6,470 7,115 7,260 
Source: Consolidated Annual Financial Reports of JoWooD Group. (45, 46, 47, 48, 49) 
  
Appendix 4: Balance Sheet of THQ, Inc. 
 
2005 2006 2007 2008 
 THQ, Inc. 
ths. USD ths. USD ths. USD ths. USD 
 ASSETS 747,393 850,614 1,013 541 1,068,707 
A. Non-current Assets 224,834 238,777 253,935 372,630 
A.1. Intangible Assets 83,667 77,859 83,427 64,966 
A.2. Goodwill 83,440 90,872 88,688 122,385 
A.3. Tangible Fixed Assets 26,822 37,485 45,095 50,465 
A.4. Deferred Income Taxes - 0 15,812 55,115 
A.5. Financial Assets - - 0 52,599 
A.6. Income Taxes Receivable 9,513 9,513 2,163 7,098 
A.7. Other Long-term Assets 21,392 23,048 18,750 20,002 
B. Current Assets 522,559 611,837 759,606 696,077 
B.1. Inventory Merchandise 23,802 28,620 27,381 38,240 
B.2. Receivables from the Supply of Goods and Services 73,700 78,876 67,586 112,843 
B.3. Licenses 12,464 20,849 41,406 47,182 
B.4. Software Development 57,107 91,843 130,512 155,821 
B.5. Cash on Hands and in Banks 331,173 371,637 457,958 317,504 
B.6. Income Taxes Receivable 9,783 7,592 18,525 0 
B.7. Prepaid Expenses and Differed Charges 14,530 12,420 16,238 24,487 
 LIABILITIES 747,393 850,614 1,013,541 1,068,707 
A. Shareholders’ Equity 548,758 630,809 768,957 740,771 
A.1. Retained Earnings 187,838 222,107 - - 
B. Long-term Debts 77,763 71,935 47,294 38,717 
B.2. Other Long-term Liabilities 72,059 60,323 47294 38,717 
B.3. Differed Income Taxes 4,466 10,272 - - 
B.4. Minority Interests 1,238 1,340 - - 
C. Short-term Debts 120,872 147,870 197 290 289,219 
C.1. Accounts Payable from the Supply of Goods and Services 36,499 34,871 28,225 6,700 
C.2. Income Tax Payable - - 0 8,634 
C.3. Other Accruals 77,532 109,421 143,418 202,102 
C.4. Other Liabilities and Differed Income 6,841 3,578 25,647 16,783 
Source: Consolidated Annual Financial Reports of THQ, Inc. (50, 51) 
  
Appendix 5: Income Statements of THQ, Inc. 
 
2005 2006 2007 2008 
 THQ, Inc. 
ths. USD ths. USD ths. USD ths. USD 
1 Net Revenues 756,731 806,560 1,026,856 1,030,467 
2 Cost of Goods Sold 250,055 282,253 351,449 389,097 
3 Licence Amortization and Royalties 85,926 80,508 99,533 99,524 
4 Software Development Amortization 93,622 116,371 165,462 231,800 
5 Product Development 72,959 84,242 97,105 128,869 
6 Selling and Marketing Expenses 115,646 129,245 139,958 175,288 
7 Payment to Venture Partner Expenses 9,774 12,572 16,730 24,056 
8 General and Administrative Expenses 54,831 67,615 78,413 69,901 
9 Total Costs and Expenses 682,813 772,806 948,650 1,118,535 
10 Income from Operations 73,918 33,754 78,206 -88,068 
11 Interest Income 4,337 8,478 12,822 15,433 
12 Income before Income Taxes and Minority Interest 78,255 42,232 91,028 -72,635 
13 Income Taxes 15,204 7,900 26,206 -35,785 
14 Income before Minority Interest 63,051 34,332 64,822 -36,850 
15 Minority Interest 261 63 136 0 
16 Income from Continuing Operations 62,790 34,269 64,958 -36,850 
17 Gain on Sales of Discounted Operations - - 3,080 1,513 
18 Net Income 62,790 34,269 61,878 -35,337 
Source: Consolidated Annual Financial Reports of THQ, Inc. (50, 51) 
